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Trade rows 
without tears 
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World News 


Business Summary 


Vranitzky wins British Steel 
mandate to to buy 45% 
form Austrian of Spain’s 
government Aristrain 


President Kurt Waldheim of • 
Austria yesterdayasked Chan- 
cellor Franz Vranitzky to form 
anew jjuuet'innent after Ms 
Socialist Party emerged the 
dear wimtera in Sunday's ejec- 
tions. Page 2 

Philippine clash 

Govenamezxt troops and. com- 
munist rebels clashed in cen- 
tral Pfrffippmes and the 
sanfhem tip of T mm Hand. 
killing at least 29 people, only 
a week after a failed coop 
attempt on Mindanao Island. 

Reeniit man fined 

HIsasM Shinto, oik of Japan’s 
moat senior industrialists was 
sentenced to two years’ jail, 
suspended far three years, and 
fined for taking taffies from 
the Recruit publishing group. 
Page 24 

‘Rhino gang’ shot 

Paramilitary game wardens 
at fi is Hwange National Park 
in Zimbab we lrflied all she 
members of a poaching gang 
from Zambia, believed to be 
stalking endangered black 
ritinos. 

Aborigines angered 

Atjout 300 Australian Aborigi- 
nes threw rocks and bottles 
at and dnrnwl twfn the 

grounds of the New South 
Wales parliament to protest 
again** cha^gm* to laws gov- 
erning land rights. . 

China soofcs ECTfaik 

China said it hoped links with 
the European Ccamnnnity, 
suspended after troops crushed 
pro-democracy pr ote st s in 
Peking last year; would soon 
resume. Cantons economic 
package. Page S 

Waves caused b^ storms 
re i r g re l up tiie Bay of Bengal 

in Hv> TfamglwriwHhi 
IriTTrng at hart SI flahunnen. 
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Saddam threatens retaliatory missile strike # Oil prices surge over $40 to 10 -year high 

Bush rebukes Israel over killings 


By Tony Walter in Cairo, Judy Mate in Jerusalem and Michael UBtteJohna in New York 


BRITISH Steel is planning to 
buy a 45 per cent stake in Aiis- 
train, the Spanish steel sec- 
tions producer under plans 
for a joint venture it was 
announced. 

The deal should put British 
Steel's strategy for European 
expansion back on course after 
the collapse last month of a 
complex deal with Banesto, 
the Spanish bank, to buy 80 
per cent of Aristrain. Page 25 

MARKETS: European bourses 
resumed their bearish course, 
investors encouraged to take 
profits by the rising oil price. 
In Frankfurt, the DAX irator 
lost 32J2 to 1*433^1, while the 
FAZ inriw, ftfllmlatw! at mid- 
session, was 3.79 lower at 
61&37. In Tokyo, the Nikkei 
closed above the important 
23,000 level at 23,495.11, down 
13LS3L Back Page, Section E 

SUPRE ME S oviet in Moscow 
gave a first reading to laws 
creating a semi-independent 

Cental hunfc and T« y !ug ft mi [h 
ifatintw for a <*nwtwprrial hang- 
ing system. Page 24 

LONDON’S In t e rn a tional Stock 
Exchange unveiled a new real- 
time stock market index of 
continental European stocks, 
sagoaShig an intention to 
strengthen its grip on cross- 
border share dealing: Page 25, 
Lex, Page 24 

JAPAN’S pr operty market 
looks in poor health following 
a leading indicator fan last 

mnnft fir flw t hird month bl 

a row. Page 6 

NORSK Fors varsteknnlo gl 
(NFTX Nomegfam defence coo- 
tracting company, secured a 
NErL6bn($2fom)cmxtractto 
supply the US Navy with 200 

Pen guin imtUiMp nri»dleB- 
Page3 

SCA, Swedish forestry group . 
that recentl y ac quired fieed* 
2>»dc in the VK, r^orted a 4 ’ 
per cent fall in profits after 
financial Hams to SKrL7bn 
($30Qm>for the first eight 
months of 1990. Page 25 


, . fu^vif v'T-ffi? ‘i^vj 


ISRAEL was heavily criticised 
yesterday both by its aDies and 

fa pnprryjoo fnr WTRwg nf IS 

Arabs by security forces at a 
demonstration in Jerusalem. 

In Washington, President 
George Bush issued a stem 
rebuke to Israel over Monday’s 
killings: ’’We deplore it and it 
must not happen." Mr Bush 
said. 

in Baghdad, President Sad- 
dam Hussein of Iraq, in an 

pflWrt to QXtQCt JQAZlUIlIBI pnv 

advantage from t ha 
events in Jerusalem, warned 
that Israel was coming “closer 
to the abyss.” 

He al so Hn ^ fawrt to strike 
at Israel with, a powerful new 
missile in retaliation for the 
killings. He said the missile 
hfld a range of hundreds of kil- 
ome tres arid could be faitnrhpff 
against “the targets of evil 
when the day of reckoning 
comes." 

The Iraqi leader's remarks, 
carried by Baghdad Radio 

Which tmrrnnl pro- 

gramming, comdited with an 
outpouring of international 
criticism of Israel and increas- 
ing pressure on a reluctant US 
to support a toughly worded 
UN Security Council resolu- 
tion. 

Mr Bush’s mi mmentu under- 
lined a further strain in rela- 
tions between the US and 
Israel, its traditional ally in the 
Middle East He echoed wide- 
spread international condem- 
nation of the Incident, the 
hloodiest flw Palestinian 



Troeips watch Moslems pray near 
uprising began in the occupied 
terri tories three years ago. 

The killings also led to 
renewed calls for a link 
between resolution of the Pal- 
estinian problem and ending 
the Iraqi annexation of Kuwait. 
The US and Israel have been 


Temple Mount after police banned them from the Mou nt y esterday 


strongly resisting any such 
linkage and again yesterday 
Mr B osh rejected ifan, 
However, he added: “Israeli 
security forces need to be bet- 
ter prepared, need to act with 
greater restraint particularly 
when it w w n w to *k«* n>» ty f 


deadly force." 

The Soviet government for 
its part repeated its call for an 
international conference on the 
MIHHIii East tO deal with *lio 
Palestinian problem. Ever 
since Iraq invaded Kuwait on 
August 2, Moscow has said 


such a co n fer en ce is essential 
and observers believe Presi- 
dent Mikhail Gorbachev has 
conditioned his support for the 
US handling of the Gulf crisis 
on a conference eventually 
h ying hold 

Britain led a diplomatic dam- 
age control effort at the United 
Nations y este r d ay amid fears 
that the incident outside Jeru- 
salem's Al-Aqsa mosque could 
result In a disruption in the 
Security Council’s carefully 1 
nurtured cohesion in the Gulf 
crisis. 

Of immediate concern was a 1 
reported threat by the US to 
veto a proposal to send a three- 
member UN fact-finding team 
to Jerusalem with a request to 
repost bade to the council by 
October 20. 

Israeli Arabs took to the 
streets yesterday in the occu- 
pied territories but the Israeli 
army clamped a curfew on 
most of the West Bank and 
Gaza Strip in anticipation of 
widespread rioting. 

According to eyewitnesses, 
the West Bank and Gaza Strip 
were relatively quiet. Black 
flags were raised above roof- 
tops to mark the beginning of 
two days at mourning. 

On the first day of & two-day 
strike declared by Israel’s 
TOUXX) Arabs, police used tear- 
gas on rioters in the Christian 
town of Nazareth and arrested 
several youths. Thousands par- 
ticipated in a funeral w»wh in 

Ccmtinxied on Page 24 


Concern over Gulf, UK 
economy depresses market 


Oil hits $40 a barrel 
on threats of war 


By Rachel Johnson. Economics Staff, in London 


RENEWED anxiety about the 
Coif md' tin* underlying prob- 
lems of the UK economy yes- 
terday purictuTed the wiphnria 
prompte d ~by B ri tai n’ s entry to 
tha European E xchang e Rate 
Mechanism. 

■ As fears of a Middle East 
conflict pushed oS prices to 1Q- 
year highs, theFT-SE 190 shqie 
index dropped 67.5 to dose' at 
2,134.1. Th is wa s a marked 
change of sentiment from the 
index’s 134.7-point surge on 
Monday morning. 

Wall Street stocks also 
phxnged on worries about oil 
prices and the US Congress* 
failur e to complete details of 
the budget process. The Dow 
Jones Industrial Index was 
down 7&22 poi nts to 2 .445^4, a 
drop of 31 per cent, according 
to early, lwmifiriBi figures. 

In Tokyo, Mr Robin Iedgh- 


Pemberton, governor of the 

Bank nf En gland, underscored 

♦ha painful adjustment that the 
UK’s corporate' sector would 
have to undergo to beco me 
m m p fl titfa i within the EEM. 

The UK economy was cleariy 
slowing down and inflation 
was set to fell “substantially*. 
-But flie ' economy would have 
to slow still further to conform 
to the system’s right discipline. 

He warned that a tight mon- 
etary policy was need ed to 
bring down UK i nflatio n. Inter - 
est rates at 14 per cent were 
still "high and tough", while 
the ERMwould help to tighten 
conditions by forcing the 
exchange rate to remain high 

This would result in “po ssi- 
hly quite severe pressure on 
companies to control their 
costs". There would be no 
" cr eep in g depredation” of tha 


currency to help industry ride 
out its failure to do so. 

Sterling and government 
bands fell yesterday, confirm- 
ing the brev i ty of the UK’s 
honeymoon in the bum and 
raising the possibility that the 
pound was overvalu ed in the 
system. -Sterling's central* rate* 
is DM195, around' which It 1 b 
allowed to fluctuate by plus or 
wife™ 6 per cent. 

Tha C UneB d08 and hwnrify of 

the low-inflation countries 
within the European Monetary 
System were preferred to ster- 
ling, which lost almost two 
pfennigs against the D-Mark to 
dose at DM3.0050. Dealing was 
reported to be "highly specula- 
tive" mntd r umo urs that the 
Bank o f En gland was in the 
market buying pounds to pro- 
continued on Page 24 
Ob server , Page 22 


By Steven Butler in London 

OIL PRICES surged above $40 
a barrel yesterday, minutes 
after President Saddam Hus- 
sein of Iraq said that Israel 
mtirf leave “Arab lands" 
warned that Iraq possessed 
long-range 

The price rise followed a 
jump on Monday when Israeli 
police' opened fire 
on Palestinian demonstrators 
in Jerusalem. 

Traders and oil company 
executives «rfd the market h»«i 
reacted strongly to the threat 
of war and that prices were not 
a reflection of current supply 
an4 demand conditions. 

Mr Robert Horton, c h a i r ma n 
of British Petroleum, said: “We 
recognise that there is no phys- 
ical shortage, although there is 
dislocation." 

The price rise completely 
reversed a decline last week 
following conciliatory state- 


ments by world leaders that 
appeared to leave the door 
open to a peaceful settlement 
of the Gulf crisis. 

Oil traders fear that a war in 
the East could disrupt 

exports SaniM Arabian nil. It 
would also lead to a sharp 
increase in the military 
demand for afl. * 

North Sea Brent crude oil for 
delivery within 15 days closed 
up $L65 at $39,925 in European 
trading. At t he New York Men- - 
cantfle Ex c han g e , the Novem- 
ber futures contract for West 
Texas Intermediate crude oil 
was trading at $4034, up $L39 
at midday. 

November futures contracts 
for Brent crude oil on the 
International Petroleum 
Exchange rose above $40 a bar- 
rel for the first time, before 
felling hartr slightly. 

Oil market wisdom. Page 35 I 


President 
agrees plan 
to resolve 
US budget 
stalemate 

By Pater Ridden, US 
Editor, in Washington 

PRESIDENT George Bush 
yesterday reluctantly acqui- 
esced to the Democratic Con- 
gressional leadership's new 
plan for resolving the US bud- 
get crisis. The Republican pres- 
ident also accepted there might 
have to be a tradeoff between 
higher personal income tax 
rates and a cut in capital gains 
tax. 

Mr Bush had earlier lifted 

the threat of largc-scalv. lay-offs 
of federal employees by signing 
emergency legislation keeping 
the US government going until 
October 19. 

This aided a partial three- 
day government shutdown fol- 
lowing the rejection of the orig- 
inal budget plan by the House 
of Representatives last Friday. 

Democratic majorities in 
Congress pushed through the 
revised budget plan against tho 
opposition of a majority of 
Republicans. 

It modifies some of the unpo- 
pular items of the original 
plan, such as the Increased 
costs of Medicare health provi- 
sion for the elderly, but leaves 
open how at least $20bn of 
planned savings will be 
achieved. 

The Senate vote early yester- 
day was 65 to 33 for toe new 

plan 

Mr Bush yesterday sought to 
maintain some leverage by 
inristing on token expenditure 
savings in the stop-gap spend- 
ing measure and by threaten- 
ing that he would not sign fur- 
ther legislation keeping the 
government going alter Octo- 
ber 19 unless the final budget 
deal was satisfactory to him. 
Congress will be keen to 
resolve the issue by then in 
order to concentrate on cam- 
paigning for the November 6 
elections. 

The president said the final 
package must achieve a cut in 
the deficit of $5QQbn over five 
years “with real savings, with- 
out smoke and mirrors". It 
must also include "growth-ori- 
ented tax incentives" and 
reform of the budget process to 
ensure the agreement was ftilly 
enforceable. 

The deal must also have 
bipartisan support, Mr Bush 
said. 

However, with his own 
Republicans sharply divided, 
Mr Bush fan fa<j to endorse 
the efforts of the Democratic 
leaders to produce a solution. 
“We just have to work the pro- 
cess now and hope that the 
Congress will came up with a 
Continued an Page 24 
Bush popularity fades. Pages 


Philips overhauls information 
systems unit and sheds 4,900 jobs 


By Michael Skaplnker and Alan Cane in London 


PHILIPS of the Netherlands 
said yesterday that it was 

r ftwi r urt i i r I rig its unprofitable 

information systems business 
with the loss of 4,900 jobs, 
almost a third of the division’s 
workforce. 

Philips said it would concen- 
trate on providing computer 
systems and services to sectors 
in which it was strong, such as 
hanking, government depart- 
ments, th e in surance and 
travel industry- b would buy 
more of its products from other 
manufacturers focus on 
personal computer-based 
systems. 

The group said it had aban- 
doned a ttempts to form part- 
nerships with other computer 
companies: Philips and Olivetti 
of Italy off toifcii on 

co-operation last June. Philips 

said yesterday th»t it believed 

it should “first put its own 
house in order before pursuing 

alliances". 

Most of the job cute In the 
15.000-strong Information ser- 
vices division will be in 
Europe, and Germany win be 
particularly badly affected. The 
group will reduce its direct 


sales force and rely increas- 
ingly on dealers distribu- 
tors. 

The redu ndan cies in the 
information systems division 
follow the announcement last 
month at 4ft 00 job cuts in Phil- 
ips' electronic components 
division. 

Mr Jan Timmer. Philips’ 
presid ent , has warned that the 
company faces a net loss of 
FI2bn ($Llbn) this year. When 
he took over the running of 
Phfltes last July, he re dd that 
10,00 0 jobs would he lost in the 
drive to restore the group, 
Europe’s largest electronics 
com pany, to profitability. A 
company spokesman said yes- 
today that wMle Philips might 
need to make further changes 
to its businesses. It did not 
envisage farther large-scale job 
cuts Jn the immediate future. 

■Philips said thqt because of 
the large number of job cots in 
the -tnfm-matinn sys tem s divi- 
sion, compulsory redundancies 
woe inevitable. 

hi common with n*h«r com- 
puter ■ manufacturers, Philips 
said that it would provide its 
customers wifh products based 


on open systems, which 
involve the use of standard 
microprocessor chips from 1 
semiconductor manufacturers | 
liifw intpi or Motorola and an 
indus try standard operating 
system. 

Such systems are signifi- 
cantly more powerful than tra- 
ditional minicomputers of tha 
hind that Philips ha?? been mar- 
keting to date and cost consid- 
erably less. 

Personal computers, on 
which Philips says it will 
focus, also represent the most 
vigorously growing sector of 
the market Figures from EDC 
Enropa, the market consul- 
tancy, show annnal growth 
rates in Europe of less than 
four per cent between 1989 and 
1994 for medium-sized and 
email machines, while personal 
computers are expected to 
grow annually at almost 12 per 
cent 

Philips also Intends to take 
advantage of its skill in optical 
technology to develop image- 
based office systems and mem- 
ory systems for personal com- 
puters based on compact opti- 
cal discs. 
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Umbering up to leap aboard 
the privatisation bandwagon 

- Five years ago, any 
politician who talked 
about privatisation in 
Uruguay risked com- 
mitting professional 
suicide. President Luis 
Alberto Lacafle (left) is 
a fervent convert, but 
he knows he must pro- 
ceed cautiously. 
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PROPERTY 

OPPORTUNITIES 

For an extensive range of industrial, commercial and 
residential property opportunities, the Commission for the 
New Towns can offer the choice of 17 prime New Town 
locations across England. 

CNT has already attracted investors, developers and 
industrial and commercial operators to choose New 
Towns as their preferred location and it still has in excess 
of £1 billion of property and land available. 

For further information dial 100 and ask for Freephone 
CNT Property Centre. 

Basildon, Bracknell, Central Lancashire, Corby, Crawley, 
Harlow, Hatfield, Hemel Hempstead, Northampton, 
Peterborough, Redditch, Runcorn, Skelmersdale, 
Stevenage, Warrington, Washington, Welwyn Garden City. 


COMMISSION FOR THE NEW TOWNS,' 
PO BOX 176, LONDON SW15 iBU. 
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EUROPEAN NEWS 


Yugoslavia 
is latest 
casualty of 
oil crisis 

By Laura SJfber in 
Belgrade 


YUGOSLAVIA Is tile latest 
east European country strug- 
gling to cope with an oil crisis 
caused by the Golf conflict and 
cots by the Soviet Union, the 
country's largest supplier. 

Mr Ante Vktic, secre t ar y lor 
the Yugoslav Oil Industry 
Association, said yesterday 
that the government planned 
to buy crude oU on the world 
market at J36-X42 per barrel in 
an attempt to co m pe n sate for a 
shortfall in expected oil deliv- 
eries from Iraq. 

Yugoslavia's shortfall 

tw*ami> |»itte nftw the Iraqi 

invasion of Kuwait In August, 
when the country received ten 
than half if an agreed ship- 
ment of 3Jm tonnes of oil 
fktmt Iraq. 

Far-reaching effects from 
the Gulf crisis have been com- 
pounded by cuts in oU produc- 
tion in the Soviet Unfam. Of 
the Urn tonnes of oil which 
the Soviet Union agreed to 
supply in July and August, 
only 430,000 tonnes was actu- 
ally delivered, according to 
Taiijug, the Yugoslav news 
agency. The squeeze on the oil 
supply has forced three of 
Yugoslavia's seven refineries 
to i«»i* production. The refi- 
neries have a total production 
capacity of SQm tonnes and the 
Yugoslav authorities are hard 
pressed to keep the remaining 
four in operation. 

Yugoslavia is expected to 
produce about 4L2m tonnes of 
oil. or just over 25 per cent of 
the country's total needs. It 
has tried to compensate for the 
shortfall by pursuing joint 
ventu re s with foreign compa- 
nies in oil exploration, but the 
results have been modest The 
most significant deal so far — 
between Angola and WA and 
Kaftafes, two of Yugoslavia’s 

binding ofi. J-nw n f w ln* — wfli 

yield only 8M00 tonnes of ofi 
this year. 

Yesterday, the official Hun- 
garian news agency, MR'nU 
that Hungary nad used up ail 
its crude oil stocks aid was 
being forced to process sup- 
plies as they arrived daily 
from the Soviet Union. 

Hungary contracted to buy 
&48m tonnes of Soviet crude 
oil this year, but wffl get less 
than Bn ™ w. 


Bankers told: don 

Western banks have been warned 

R alph Land is one of a and these 

hand fai of British bud- to a near infinite market for 
passmen at the front- people like hta. 


’t wait for what you want to see in E Europe 

it is inconceivable that economic reform can succeed without them, writes John Lloyd 


R ALPH Land is one of a 
handfai of Rritish busi- 
nessmen at the front- 
line in the campaign for 
greater western priva te secto r 
investment in eastern Europe. 

When he talks about why. be 
points out that the region 
(including the Soviet Union) 
has about the same size 
papulation end gross domestic 
product as Latin America. 

What is different is that 
there are about 18 times as 

many photocopiers per person 
in Latin America as there are 
in eastern Europe. 

Mr Land is manager of Rank 
Xerox’s east European division 


and these sorts of figures point 

to a near infinite market for 
people like him. 

Mr Land was one speaker at 
the 90th gniimd conference last 
week of the Society tor World- 
wide interbank financial Tele- 
communications (Swift), the 
banking community's interna- 
tional electronic messaging 
and payments system- 

The conference was held in 
iwHn at toe same time as the 
formal unification 1 of the two 
farmimy s. That helped provide 
the context within which 

annthw speaker, Nr Hurt Mor- 
gen, a member of the board of 
the Dresdner Bank, appealed to 


Ms International colleagues to 
become involved in the 
political and economic 
transformation of eastern 
Europe. 

There was, he said, no choice 

if the democracies were to suc- 
ceed; banks in the west had the 

responsibility to finance the 
lion's share of economic reform 
in the east - “or, to pot it dif- 
ferently, it is simply inconceiv- 
able to implement reforms in 
the eastern economies for the 
benefit of their people without 
involving the international 
community". 

The former East Germany, of 
course, sets the pace and wifi 





Austrian Gumcdkir Franz Vranitzky, left, leader of the Socialist 
centre, and Josef Rteger, leader of the People's Party, the junior c 


r. President Kurt Waldheim, 
ion partner 


Vranitzky to form government 


PRESIDENT Kurt Waldheim of 
Austria yesterday asked Chan- 
cellor Franz Vranitzky to form 
a new government after his 
Socialist Party emerged the 
winners in Sunday's elections, 
Reuter reports from Vienna. 

The Socialists and the con- 
servative People's Party, junior 
pgrtiww in fire last coantion, 
had earlier agreed to begin 
twiifR next, week on forming a 
new government. 

Mr Josef Rfagiw, ImiTai- of 
the People’s Party, said his 
party would insist on retaining 
the foreign minister’s portfolio, 
currently held by Mr Alois 
Mock of the Peopled Party bat 
once a Socialist pre s er ve . The 
People’s Party lost 17 seals for 


a total of 60 in the worst elec- 
tion result in its history. 

aft- Riegler indicated that if 
the coalition negotiations did 
not succeed, he would be pre- 
pared to talk tO tile fotirmra 
right-wing Freedom Party, 
which d ff’bW its seats to 33 in 
the polls. 

Mr Joerg Haider, leader of 
the Freedom Party, attracted 
votes on the strength of his 
appeal to nationalist senti- 
ments, warnings of rising 
crime and tough line over 
immigrants from the east bloc. 

However, a coalition 
between the Freedom and Peo- 
ple’s parties would have a 
barely workable majority of 
only three seats, and most 


political analysts believe that 
the People’s Party has little 
choice but to stay with the 
Socialists, who gained one seal, 
with a total of 8L 

Mr Vranitzky indicated he 
might not he prepared to make 
too many concessions to his 
pnhmrt»i partners. 

He was quoted yesterday as 
saying that “the election result 
cannot be adjusted by coalition 
talks”. 

The People’s Party leader 
said yesterday that he believed 
the coalition talks could be 
concluded in two months. 

He had earlier asked for and 
received a vote of confidence 
from his party. 


set the standard: Mr Morgen’s 
own bank had. in the first six 
months of this year, estab- 
lished 100 branches, most now 
on-line, with 50 mare to came. 
But German capital is also the 
most active in Czechoslovakia, 
Poland and the Soviet Union. 


W ealth, and greater 
geographical and cul- 
tural affinity is a 
large part of the reason: but it 
Is also not difficult to see in 
this the commercial reflexes of 
a business generation that 
rebuilt the former West Ger- 
many after the Second World 
War and has the Imagination 


and the will to tackle the 
rebuilding of eastern Europe- 

Far many western bankers 
and businessmen there is a 
tendency to wait and see, to let 
the region "settle down". Let 
the first entrants take the 
knocks, while the political air 
(dears and at feast a rudimen- 
tary co mmer cial infrastructure 
is created. 

However, Mr Land, in a 
straw poll among 15 executives 
of Ms nwimritu™* will) inter- 
ests in eastern Europe, found 
that xi were waWng a profit 
and expanding, three were 
treading water and one was 

fYfttiTgffh B g. 


Latin America's 29%Q00 copi- 
ers compared with eastern 
Europe’s 17,000 serves as a sort 
of “copier index” for Mt Land, 
valuable not just to his market 

fag pffr-fr, but as a measure of 
the fr^hwicai and commercial 
backwardness and size of the 
market szmfiar indices could 
be constructed for any number 
of products. . - 

Dr Janos Horvath, deputy 
T Apna ging director of Hunga- 
ry's Foreign Trade Bank, said 
that since banking had been 
considered merely a technique 
for passing money from the 
state to enterprises, no train- 
ing was given and no technol- 


ogy was thought necessary, fa 
By contrast, thB former West 
Gorman banks invest Dafrb&u 
year in tedsnoifoiBy. 

Mr Land has other figures. 
They show a- Mersey rate fn 
eastern Europe of 99 per cent, 
compared with Latin Amer- 
ica's gQ per cent, and a numt 
factoring labour force of 10 per 
cent, compared with Lathi 
America’s 30 per cent. This 
pfiraHnoc of deliberately under- 
developed countries with a 
Mgb degree of education and 
culture means that as new 
tpffbTuflttgte* are introduced, 
they wifi he ta ke n up with 


Ministers to discuss Mediterranean initiative 


By John Wytes In Rome 

FIVE North African foreign 
minis ters will meet four of 
their European counterparts in 
Rome today to discuss launch- 
ing a new exercise in regional 
collaboration. 

The TrmgHwg 1 o w es twth-Ti to 
Italian conviction that fresh 
approaches are needed, both to 
Ayapflp dialogue and coopera- 
tion between the mw fN*m and 
southern finnirc of the Mediter- 
ranean and to encourage Medi- 
terranean and North African 
countries to mount a more 
dp tqTtrrtwftd a fla ch on political 
«rwi w wi rtmte problems. 

Italy and Spain, who will be 
acco m panied on the European 


aide by France and Portugal, 
are hoping the encounter will 
move forward their proposal 
for a permanent Conference on 
Security and Co-operation in 
the Mediterranean. Modelled 
on its European equivalent, 
this would aim to provide a 
framework for resolving con- 
flict in the Middle East. 

Several countries on the 
North African side at today’s 
meeting - comprising Algeria, 
Tunisia, Libya, Morocco and 
Mauri tania — have already 
expressed interest in this pro- 


Italy and Spain hope it will 
be developed in coining 


Brussels warns over putting 
directives on statute book 


By Lucy Kallaway In Brussels 


MR MARTIN Ban gem a nn, the 
European Commissioner for 
the single market, yesterday 
urged member states to 
i m prove their ufa ggkh perfor- 
mance in translating EC direc- 
tives info their national laws. 

The latest BimmiMlnn fig. 
urea show that half the mem- 
ber states have failed to imple- 
ment one-third of the 
directives needed for the single 
market, and that although 
some countries, such as Portu- 
gal. have greatly improved 
their record, the position over- 
all remains unsatisfactory. 

Italy is still by far the worst 
offende r , and despite the pas- 
sage of ltr”La Pergola" law - 


which was meant to pass all 
the outstanding directives at 
one stroke — has only trans- 
lated 43 directives into law, 
leaving 62 unimplomexted. 

The UK, which after Den- 
mark has the best record an 
im plem e n t ati on, is p re ss ing for 
new systems which would dis- 
courage member states from 
agreeing directives they are 
imahte to implement. 

It has put forward a plan — 
to be discussed at the confer- 
ence in December - whereby 
member states that have not 
implemented directives by the 
due date would be subjected to 
large fines imposed by the 
European Court of Justice. 


mo nfts by a working group at 
which the eastern Mediterra- 
nean will also be represented. 
But the Tuaiu purpose of the 
encounter in Bone is to put 
the finishing touches to a “dec- 
laration of intent", setting out 
principles fim- collaboration on 
political, e conomic , environ- 
mental and cultural issues. 
This was discussed at two pre- 
paratory meetings between 
officials In March and June- 
Aa with Che “Pentagonal” 
regional grouping which has 
been set up with Austria ami 
three east European countries, 
the Ttoiiana insist that this 
K^Hymmian initiative will 


Volvo-Renauit 
deal referred 
to EC watchdog 

THE link-up between Volvo, 
the Swedish car group, and 
Renault, the French state- 
owned motor group, is the first 
deal to be examined by the 
EC’s new merger vetting team. 


not cut across exist ing Eu ro- 
pean Community cooperation 
arrangements. The Italians 
point out that the North Afri- 
can countries involved already 
have bilateral cont acts w ith 
one or more of the European 
participants. . 

It seems that none of the 
Europeans at the talks have 
any reservations about Libyan 
involvement. 

They want, among other 
firing s , to argue for a resolu- 
tion of the Gulf crisis In Urn 
with UN resolutions and 
believe Libya' may be able to 
exercise a constructive influ- 
ence on Iraq. 


The two companies, which 
formally completed their cross 
ghuTPhniiting agreement at the 
end of last month, have sent 
the Commission its first 
merger notification form under 
the new merger regulation 
which came into fo rce on. Sep- 
tember ZL 

Although the deal is not a 
frill merger, the Commission 
also !»»■ power under the 
merger regulation to vet cer- 
tain joint ventures. 
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If it is good to have one foot in England, it is still better, or at least as good, to have the other out of it”,™™ 
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Admittedly it's good to have a foothold in London. 

After all, it is the country’s main centre for business. But not; we fear, for living. 
However, you need not suffer the stress (nor the costs) of the city to work there. 
The solution lies in The Highlands and Islands Telecommunications Initiative. 
This is an Integrated Services Digital Network which defeats all distance barriers 
coming on stream here now, years ahead of other rural areas. 

Effectively this places next door eveiyone you wish to communicate with. 

It transmits voice, data, text, video and graphics through one fibre optic line quicker 
more clearer and at a lower cost - from one of the most magnificent places on earth,* 

Britain’s Top Country. . * * 

A place where the championship golf courses are as peaceful as the villages. 

Where the market towns are vibrant, yet only the salmon rivers rush. 

In our opinion the only problem posed now is not where you’d prefer to live. 

But how quickly you would like to start living. 

THE HIGHLANDS AND ISLANDS ^^^^TELECOMMUNICATIONS INITIATIVE 


ONE LINE TO /THE WORLD 
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Norwegian group 

200 



to 

missiles to US 


By Kwren.FDMfl in Oslo. . 

NORWAY'S ' Norsk 
Forsvaratelawlogl (NFO, the 
defence cyptracting company, 

has secured - a NKrl^bn 
(S27Qm) contract to snpply the 
US Navy with20O Penguin 
anti-ship 

NFT was farme d in 1987 o at 
of fbe defunct state-owned 
arms malcwr gi m eiiliag Vaa- 
penfabrikk CKV)*S Suf- 
fered US trade sanctions for 
collaborating' with Japan's 
Toshiba In supplying Moscow 
with submarine control 
systems in variation of CoCom 
rules. 

The irrisrfles will be deliv- 
ered between 1382 and 1996 and 
the contract Is seen as a break- 
through for NFT in the inter - 
national market It algft opens 
doors for further increases In 
the export of this type of mis- 
sile to other potential custom- 
ers such as Spun, Greece and 
Australia. 

The earlier KV started the 
Penguin missile programme 
over, five years ago, but it was 
subsequently' taken over by 
NFT when KV was wound 
down. In 1384, KV and the US 
signed a deal to integrate KV’s 
Penguin Mark H Mod-7 wfth 
the Sikorsky SH60B Seahawk 
helicopter for the US Navy 
Lamps HI programme. 

In 1386 The Royal Norwegian 
-Navy Material Command and 
the US Naval Air Systems 
Command (Navair) signed a 
second contract for the adapta- 
tion of the Penguin iota 
MOO-7 CAGM USB) anti-ship 
missDeto Sfkorski SH-60B Sea- 
hawk helicopters in the US 
Navy’s lamps 2H programme. 

The helicopters are to be sta- 
tioned on board a number of 
the US Navy's frigates. The 
con tract was worth NKzSOOm 
to NFT's Guided Weapons Divi- 
sion. Th» aria ptetirm and 
opment programme is urariy 


completed and the US Navy 
has carried out a technical 
evaluation and an o pe rativ e 
evaluation of the Penguin for 
the Seahawk with successful 
results. 

The helicopter has been 
modified to facilitate the instal- 
lation of the weapon pylon/ 
adaptor for the Modifi- 

cations were also tn ^^te to the 
Scahawk*s electronics system 
for integration with the Pen- 
guin WIBfSj lf 

The Penguin is mounted on 
the we a pon pylon with an 
adaptor containing thw neces- 
sary software and electronics 
for i n tegr a ting the helicopter's 
radar, navigation ^ weapon 
control systems. 

Last September C1989) the US 
Navy signed a NKrSOm con- 
tract with NFT for the startup 
of the first 64-6eries produced 
Pe nguin MK2 MOD-7 mresflgg 
for SEAHAWK helicopters. 

The latest contract with the 
US Navy was signed last Fri- 
day in the US an behalf of the 
Royal Norwegian Navy, which 
is the formal supplier to the US 
Navy, with NFT as subcontrac- 
tor and a number of Norwegian 
and foreign subcontractors. 

The production contract 
builds farther on the present 
development contract con- 
cluded in 1966 and is divided 
into a number of production 

tyHnrve te fatTTmg aH gbfly muter 

200 wlwflaH . 

In auMitbun, there are a num- 
ber of Inspection systems and 
test equipment with a total 
economic scope of NKrl.6bn. 
The US Navy's acquisition pro- 
gramme is meant to ensure 
mntinnit y of production of the 
Penguin anti-ship mtsafte in 
Norway until the Royal Norwe- 
gian Navy requires new mis- 
siles for its fleet during the sec- 
ond half of the 1990s. 


Warsaw Pact discusses 
share-out of weapons 


WARSAW PACT members 
yesterday hunched their third 
attempt in a mouth to shave 
out their conventional weap- 
ons, a prerequisite for the sue- 
_cggsful_opnclnsion of a Euro- 
pean armiii treaty next month, 
agencies report from Prague. 

Deputy foreign ministers end 
military of staff of the 
crumbling, Soviet-le4 aHfeace. 
started a two-day. meeting 
where the main stumbling 
block was eapectedtp be tank 
quotas. 

U nder proposals at disarma- 
ment negotiations in Vienna, 
Naio and the Warsaw Pact 
would each haro 90,000 tanks 
stationed in Europe. 

Two previous mee t ings , in 
Bratislava on September 10 
and 11, and in Prague two 
weeks ago, failed to resolve 
how the Pact’s share would be 
divided among its six mem- 
bers. Agreement has been 
reached on military aircraft 
and helicopters but outstand- 
ing issues, apart .from tanks, 
are the share-out of armoured 
vehicles and artiHexy. 

The Soviet Union and its 
east European neighbours dis- 


agree over what perce n t ag e of 
the overall weapons allotment 
each country may hold. 

Moscow's proposal would 
allow it to control a vast major- 
ity for the eastern side. 73ie 
other Warsaw Pact members, 
growing away from the Soviet 
Union as a result of last year's 
revolutions against cammo* 
. pjsm^ „want a, lower Soviet 

. quota. 

The C zech oslovak state news 
agency CTK said demands for 
allotment of tanks exceeded 
the overall «alfag for the War- 
saw Pact countries by 450. 

Disagreement over the dhrir 
shm of weaponry between the 
Warsaw Fact states could, the- 
oretically, still stall the Vienna 
talks on cutting co nventi onal 
weapons in Europe (CFE) and 
the signature ox a European 
arms treaty planned lor the 
summit of the 34-nation Con- 
ference on Security and Coop- 
eration in Europe (CSCE) in 
Paris on November 13. 

Mr Jbssaf AntaH, the Hun- 
garian prime minister, said the 
Warsaw P act would hold a 
summit meeting in Budapest 

HnnL ynflflkUi. 


NEWS IN BRIEF 


Approval for Lufthansa’s 
takeover of Berlin routes 

LUFTHANSA, the former Wert: German afrHne, has obtained 
approval from the cartel authorities for its takeover of Pan Am's 
coveted routes to Berlin, with the sacrifice of three takeoff and 
tending slots in Erahkfiirt, according to a Lufthansa spokesman, 
writes Katharine Campbell in Frankfort. 

The a u thori t ies had in September voiced concern that the deal 
could reduce competition in the German skies. Aero Lloyd, the 
flwmmi charter and scheduled carrier, 1ms been keen to obtain 
an entry into the Berlin service; hitherto blocked for German 
airlines by the four-powers agreement riding the divided city. 

It is understood that Aero Lloyd wfll be buying the three 
Frankfurt slots. Lufthansa, which will have 45 fl i ght s a day from 
n arinmi wprt German rifles tn Berlin in its winter timetable, faces 
a much tougher fight in its tussle ag ains t British Airways to take 
control c£ the former East German airline Ifrterflng. 

Envoys drop diplomatic guard 

More thwn 400 ftn*mgr East German diplomats, in an open l et ter, 
yesterday accused Mr Hans-Dtetnich Genscher, the German for- 
eign minister, of dropping a “political neutron bomb " on th eir old 
ministry to get rid of the staffj Renter reports from B erlin . 

The government. says it does not want to employ diplomats 
from the east because they could prove security ris ks . 

Gorbachev plans visit to West 

President Mftchafl Gorbachev will visit France later this mon t h 
and Germany next month, his spokesman said yesterday, AP 
reports frmnMoscow. No precise dates were given. 

Mr Gorbachev was invited to Paris for a visit concerning 
iriiatfaini relations, while his I n v i t a tion from Germany was to sign 
a German-Soviet friendship treaty. 

Italian steel chief honoured 

Mr Giovanni GamhardfiHa. managing director of Ova. t he It alian 
state steel company, was yesterday awarded the 1990 European 
Achievement Award by ASM Europe, the regional branch of ASM 
International* the materfaig information society, writes John 
Wyies in Rome. Mr GambardeDa was dted far "outstanding 
t m t r?pT * g,mir ^ ' leadership and management resulting in the ren- 
ovation of tto Italian national steel industry, a fundamental 
element of Italy’s social and economic development". 

Hungary arrests 488 foreigners 

Hungarian police and border guards have rounded up 488 fo rdgn- 
ers, mostly from eastern Europe, in a crackdown on crime, the 
aiithorttim said, Renter reitortefto^ Crime rates have 

soared fat Hungary during the past two years of reform. 
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Multi-party 
system law 
passed 

By Leyla Boulton . 
in Moscow 

THE Soviet parliament 
yesterday adopted long- 
awaited legislation formally 
allowing a multiparty system. 

The new law was passed 
after deputies reached an awk- 
ward c omp romise on the key 
issue of disentangling the 
Communist Party from the 

BrmpH forces and Qw nolice. 

While one wimp of deputies 
favoured total “depoliticisa- 
tion" - banning party cells 
from the army and police - 
the opposing camp, including 
numerous Communists from 
the services, fought tooth and 
t«fl to reten them. 

The result is a fridge which 
should permit the continued 
existence of party cefls. The 
new legislation says simply 
that servicemen and law 
pf i fn T fOTWOTTf nffiiwii “shall be 
guided in their official activi- 
ties by the requirements of 
Jaw and will not be bound by 
the decisions of parties” they 
happen to fatang to. 

The Comm un ists in theory 
paved the way for pluralism at 
the start of the year, when giv- 
ing up a "leading role" as 
wraTirhipri tn the constitution. 
But it has in practice retained 
control over central and much 
of local go ve rnment, as well as 
enjoying Intimate Unite with 
the KGB and the armed forces. 


Yeltsin gets his Mercedes 



Yeitsin: will swap his humble Volga for armour-plated luxury 


By Leyla Boulton 

ITS of fic ial : Mr Boris Yeltsin, 
the populist Russian president 
who shuns official privileges, 
will swap his humble Soviet 
Volga for an armour-plated 
Mercedes, provided by the 
KGB. 

The 60-year-old politician, 
who was recently involved in a 
car crash which some of Ms 
supporters saw as an assassi- 
nation attempt, will become 
the first Soviet politician to 
use a foreign car for public 
duties. 

Top Soviet leaders are usu- 
ally driven around in ZDs - 

black gfai> >/*K.tiin n iidiiwi matte 

in the USSR - while many 
lower-level politicians use 
Volgas, plain Soviet saloon 
cars. 

Mr Yeltsin, elected chairman 
of the R ussian parliament in 
June, originally opted for the 
simplest model available to 

him tn kftPpmg with Ids rnrtrh - 

publidsed criticism of privi- 
leges. 

He also announced he was 
doing away with KGB body- 
guards as nart of Ms camnalKn 
to cut back the powers of the 
mlghtv security agency. 

However, an official at the 
Russian psHfawwp nt that 

voters from across the country 
had sent in countless tele- 
grams demanding tighter secu- 
rity for the president since last 
month's accident. 

The official said the KGB 
would provide the Russian 
leader with three Mercedes 
500s and a fourth car whose 


make he could not specify. 

He added that Mr Yeltsin 
had also accepted an offer of 24 
armed bodyguards - but he 

was not sure whether the offer 
was from the KGB or the Inte- 
rior Ministry. 

* Mr Yeltsin, who is still con- 
valescing at home, has claimed 
in the past to be tbevictim of 


Communist Party dirty tricks. 
• The rebellious Russian par- 
liament yesterday formally 
voted to go ahead with the 500- 
day programme of transition to 
a market economy on Novem- 
ber z - whatever the rest of 
the Soviet Union may decide, 
Quentin Peel reports from 
Moscow. 


Row over subsidised 
French fibre plant 


By George Graham in Paris 

FOUR European fibre 
manofoctnrers are planning .to 
mount a Joint protest against 
the construction of a new poly- 
ester fibre plant in the Lor- 
raine region of north-eastern 
France. 

The 9160m (£81 2m) plant, 
which will produce polyester 
yarns for reinforcing car tyres, 
is to be built by Allied Signal, 
the US engineering and auto- 
motive components group, at 
Longwy. the former steel town. 

Lorraine is a major tyre- 
making region, with Mlchelin. 
Kleber and Continental plants. 

But Hoechst of West Ger- 
many, Akxo of the Nether- 
lands, Id of the UK and Snia 
of Italy are planning to launch 

a rgmp ni g n a gainst the level Of 

subsidy provided for the plant 
by the French government and 
the Lorraine regional adminis- 
tration. Allied Signal says the 
subsidy amounts to around SO 
per cent of the total cost. 

The four argue that although 
these subsidies have been 
approved by the European 
Commission - Lorraine, 
which suffered heavily from 
Job cuts in the steel Industry, 
qualifies as a region requiring 
special aid - they will 
severely distort competition 
and put thousands of jobs in 
nearby factories at risk. 

Allied Signal, which plans to 
break ground on the Longwy 


site in December or January 
and have the plant ready for 
operation early in 1993, says it 
will employ around 300 people 
on the site, but will not give 
production capacity figures for 
the plant. 

Company officials said they 
preferred not to comment on 
the complaints of their compet- 
itors until they had seen the 
details of the charges. 

The row is reminiscent of 
the dispute which arose earlier 
this year over the offer of sub- 
sidies to Guardian Glass, the 
US-owned flat glass company, 
for the installation of a float 
glass plant near Nlmes in 
southern France. Saint Go bain. 
France's own leading glass pro- 
ducer. argued that Guardian 
should not receive any higher 
subsidy than the FFra2ra 
(£3.Im) It received itself for a 
FFr500m-FFr60Qm plant opened 
up last year in southern 
France. 

However, government offi- 
cials to Paris and Metz yester- 
day dismissed the complaints 
about the subsidies being pro- 
vided for tho Allied Signal 
plant. 

They pointed out that 
Longwy, as a former steel town 
with high unemployment, is 
frilly entitled to the regional 
development premium 
awarded for Job-crcatlng pro- 
jects to depressed areas. 



CANON PLAIN PAPER FAXES 

■ 

BECAUSE CURLY DOCUMENTS HAVE 
ALWAYS BEEN DIFFICULT TO FILE. 


Maybe the papyrus scroll was to blame for Nero’s insanity. 

Did the awkward task of filing become "ad nauseam’? 
Was reading the faded script too much of a strain? 

These same problems make the curled thermal 
document equally outdated. 

Compared to a modern Canon plain paper fax 


ANYONE 

CAN 

Canon 

CAN 


the new L770, which laser prints onto photocopier paper. 
An innovation that costs less than using traditional thermal 
paper. (So you can put away your abacus.) 

For further information on the latest fax 
technology, just send in the coupon below. 
After all. it*s not everyday you have the chance 



KM M 


that arrives totally flat. And bears a crisply printed, high to learn from the downfall of an empire, 
quality message that won't fade over time. 

Which saves you photocopying and makes for 

stress-free filing. 

Only Canon make 
a range of five plain 
paper faxes, including 


IBSTS. 

9U9E. 


rvpgereusiMMs 


woe DETAILS ABOUT CAWQN AAWBMILE MACHINES, K»T tKV COUPON TO KAKEW ROBERTS. 

CANON HOUSE. 
MANOR ROAD, 
WALL1NOTGN. 
aUAACVMWDAJ. 
DIAL MS AMO ASK 
POR FREEPHONE 
CANON fUH) LTD 
OR TELEPHONE 
CANON DIRECT 
ON DEI 773 3173. 
PAX OBI 773 3181 


TELE PM ONE 


B 904 IEN 


MANUFACTURERS OF COKERS. CAMERAS. CALCULATORS. FACSIMILE MACHINES ELECTRONIC TtPEWRiTERS. OESK-TOP PUBUSMINO SYSTEMS. WORD PROCESSORS. COMPUTERS. PERIPHERALS AND MICROGRAPH IG EQUIPMENT. 
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FINANCIAL TIMES CONFERENCES 


PRODUCT STRATEGIES FOR THE 90s 
15 & 16 October - London 

Strategies for product design, development and marketing wiS be 
foe subject of a high-level forum to oe arranged by thcFtnandal 
Times m association with the Design Management Institute. 

Manufacturing companies in Europe, North America, and the 
Middle East axe engaged in a product race of increasing 
intensity. Relentless international competition, soaring 
development costs and shorter product lives am stepping op the 
pressures all the way down the line, from research to final sales. 
This forum will bring together an international Band of too 


• Nil 


aspect of the management of design and development. 




« 1 1 1« 


manufacturing specialists - 

A major feature of the programme will be case studies with 
speakers from Digital Equipment and Texas Instrument* sharing 
their expe ri en c es of product development and strategy. 

EUROPEAN BUSINESS FORUM - BUSINESS IN CENTRAL 
AND EASTERN EUROPE 
76 & 27 November - Rome 

Once every two yeans the Financial Tunes arranges a high level 
European Business Forum in Rome. Developments in the Soviet 
Union and in Central and Eastern Europe will be the principal 
thane Tor this year's agenda. The conference will interpret 
political and economic developments and will provide an 
autoritatrve briefing on the prospects for manufacturers, bankers 
and other business Leaders as the former East Bloc economies 
opai up. 

Dr Guido Carli, Italian Treasury Minister has agreed,, in 
principle, to give the keynote opening address on the political 
and economic scene in Europe over the next ten years and other 
contibutors include: Ambassador Ren a to Ruggiero. Italian 
Foreign Trade Minister; Professor Ivan Ivanov, Soviet State 
Foreign Economic Commission; Dr Vaclav Klaus, Minster of 
Finance, Czechoslovakia; Mr Ferenc Rabar, Hungarian Minister 
of Finance; Mr Viktor Gerashchenko, Gosbank; Professor K 
Lotkowski, Advisor to the Polisb Finance Minister; Mr Horst 
Krenzler, Commission of the European Communities; Dr Franco 
Nobiii, IRI; Dr Axel Lcbahn, Deutsche Bank; log Paolo 
Cantarella, Fiat Auto; Dr Sergio Sigllenti, Banca Commercials 
I talian* and Sir Frank Cooper, N M Rothschild & Sons. 

PETROCHEMICALS IN EUROPE - THE NEW SCENARIO 
28 * 29 November - London 

The Financial Times second Petrochemicals conference brings 
together a distinguished panel of top industry executives to 
debate the key issues of current concern. After seven years of 
strong growth, the international petrochemicals business enters 
the 1990s facing several pressures and a period of uncertainty 
and volatility. The conference will examine supply and de m and, 
sustaining profitability, the challenges and opport unites in 
Eastern Europe and the impact of world oil prices on 
petrochemical operations. Mr Jim Gordon, Chemicals 
Co-ordinator of Shell International Chemical Company will 
deliver the opening address and speakers taking part mdudee 
Mr Bryan Sandenson, Chief Executive Officer, BP Chemicals; 
Sir Denys Henderson, Chairman of I Cl; Mr Abdulaziz Ibrahim 
AT-Andah, President of Saudi Methanol Company; M. J 
Pnechal, President of Atochem; Mr Simon de Brae, Member of 
the Board of Managing Directors, NV DSM and Dm Hugo 
Lever, Director General of CEFTC 
AO enquiries should be addressed la: 

Financial Times Conference Organisation 
126 Jermvn Street. London SJY1Y 4UJ 
Tel: 07 1-925 2323 (24-hour answering service) 

Telex: 27347 FT CONF G Fax : 071-923 2125 


Hitachi and 
Motorola 
end chip 
patent row 

MOTOROLA, the biggest US 
semiconductor maker, says it 
has reached “satisfactory set- 
tlement" of its long-ru nning 
micr o processor patent dispute 
with Hitachi of Japan, Louise 
Kehoe reports from San Fran- 
The actions had threat- 
ened to disrupt supplies of 

Motorola microproce ss or ch ips 
to US computer manufacturers. 

Details of the out-of-court 
settlement were not dis c losed, 
but Motorola said both compa- 
nies will ash the US courts to 
dismiss suits they have 
brought against each other. 

Mr James Norling, Motorola 
semiconductor products sector 
president, said Motorola was 
pleased with the settlement 
“Our unwavering goals were to 
protect Motorola’s intellectual 
property, and assure our cus- 
tomers an uninterrupted sup- 
ply of Motorola’s leadership 
microprocessors. This settle- 
ment achieves both goals.” 

At issue was Motorola’s 
eJnim that Hitachi infringed 
patented micropr ocess or tech- 
nology used in its 68030 chip. * 
key component in Hew- 
lett-Packard computer work- 
stations and Apple Computer 
personal computers as wen as 
several computer mak- 

ers’ products. 

Motorola customers had 
urged an end to the dispute. 
Earlie r, a Texas court ordered 
Motorola to halt output and 
sales of the chip. Motorola won 
a temporary reprieve from an 
appeals court, but the pot ential 
tor serious business interrup- 
tion has threatened the indus- 
try for Several mnn«m- 
r itachi was also ordered to halt 

flW j imwr <g of npcrf ftmia n toiB. 

doctor products. Hie impact of 
this was less severe, because it 
is widely used in the US. The 
orders followed a Texas court 
ruling both companies had 
infringed each other’s patents. 
Motorola h»ri sued Ifltecfal &£* 
patent iwfringwmmTt; HHatuhj 
countersued. 

Motorola results. Page 30 
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A beautiful 
move 

for high tech 
companies 

Attractive quality riverside 
offices and high technology units 
in a thriving community only 45 
minutes from Central London and 
the European ports. 
Enterprise Zone benefits available 
For further information contact: 
Sue Turner 

TThb Medway & North 
Kant Enterprise Office 

Civic Centre. Strood, Rochester, 
Kent ME2 4AW. 

Tel: Medway 10634) 732716 


FREEPHONE 100 
Ask for Medway Means Business 
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How to settle trade rows without tears 

US and Canada provide a model for patching up differences, writes Bernard Simon 

N O PART of the US-Can- des such as the US Interna- the Americans from fish review 

ad& Free Trade Agree- tional Trade Ccnrnmasion. caught In watere off British dumping and coutttaroffiig - 

ment has attracted Whether the FTA’s provi- Columbia. . _ duty a political Doinl 

more interest in the teal’s two- 
year life than Its innovative 
provisions to settle cross-bar- 


Canadian and American 
exporters and their govern- 
ments have funnelled a total of 
IS cases to bi-national panels 
set up under the agreement to 
review derisions by trade tri- 
bunals in the two countries. 
Squally noteworthy, trade 

experts from countries as 
diverse as Australia, Mexico, 
Japan and Israel have beaten a 
path to Ottawa and Washing- 
ton to explore whether the 
FTA’s mechanism can be 
applied to their own trading 


Quicker and less expensive 
than court proceedings, the 

system has allowed the US and 
Canada to settle some of their 
thorniest trade disputes with a 
minimum of political fallout. 
Although the panels are com- 
posed of citizens from both 
countries, several of their deci- 
sions have been unanimous. 

Hie review mechanism may 
even have encouraged govern- 
ment agencies to be a little 
more thorough in their deci- 
sion-making. The panels 
appear to have been less defer- 

tmtinl thaw the COUTtS to 


des such as the US Interna- 
tional Trade Commission. 

Whether the FTA’s provi- 
sions can be transplanted suc- 
cessfully to trading relation- 
ships between other countries 
is another matter. Mr Elliot 
Feldman, a Washington trade 
lawyer, notes that "its success 
depends so much on the spe- 
cial mutual trust between 
Ha Tinttinnc and Americans, and 
an understanding of their 
respective legal systems”. 

The agreement provides tor 
two types off review procedure, 
known as Chapter 18 and 
Chapter 19 panels. 

The Chapter is panels are a 
modified General Agreement 
on Tariffs and Trade system 
designed to adjudicate long- 
running disputes which have 
inflam ed public Opinion.. 
Unlike Gatt dispute settlement, 
procedures, however, the FT A 
process sets short, fixed perl- 
ods for various sta ges, a nd con- 
lafiw triggers to pre- 

vent either party from blocking 
the process. 

Only two disputes have so 
Car been referred to Chapter 18 
panels. One was a complaint 
by US fish processors that 
while their Canadian counter- 
parts were allowed to buy large 

Vflw^Baimnn and^berrlng^ Cana- 
dian export restrictions barred 


the Americans from fish 
caught in waters off British 
Columbia. 

The other dealt with Cana- 
dian objections to US conserva- 
tion rules on the size of 
imported lobsters. 

The west coast salmon and 
herring dispute had dragged on 
tor three years before it was 
referred to an FTA panel Hie 
panel submitted recommenda- 
tions within three months, 
which fanned the basis Cor a 
final negotiated settlement 

It has allowed then 
to settle some of 
their thorniest trade 
disputes with a 
mfnfmnm of political 
fallout 

between the two gov er nments. 

The lobster panel also came 
up with proposals (essentially 
vindicating the US position) 
which appear to have given 
impetus to an agreement 
between the industries in the 
two countries. The agreement 
is now awaiting approval by 


review whether specific anti- 
dumping and countervailing 
duty determinations are con- 
sistent with the law of the 
country where they were 


The five-member pan els are 
chaired by a lawyer and drawn 
from rosters of 25 candidates 
drawn up by each government 
The time limit from a request 
for a review to the panel’s fisci- 
Bion is SIS days. Decisions are 
handing . 

In what appears to be an 
indication either of Canadian 
sensitivity or the vulnerability 
of f for-iirinng by tbS US Import 
Administration and Interna- 
tional Trade Commission, all 
text one of the 18 Chapter 19 
panels set up so far have 
involved Canadian co mpbu itU 
about US dedmons. The single 
g jprirm* a Revenue Caur 


process '‘seenm.tti be'wwjdng 
vmy twflFV - * /T? 

From a political point ot 
view, the Canadians were espe- 
cially heartened by a panel’s 
decision last month to refer; 
back to the US Commerce 
Department three of Its four . 
nOings on the extent ofsubeK 
dies granted to Canadian port* 
processors. . 


The Chapter 19 panels have 
a narrower focus. They act in 
place of domestic courts to 


dumping of induction, motors, 
was terminated by the partici- 
pants before the process was 
completed. 

The cases that have so far 
come before Chapter 19 panda 
have dealt with products as 

diverse as raspberries, drilled 

peak and steel rails. 

Mr Dong Waddell, director- 
general for US trade policy in 
tile Canadian department of 
external affairs, says that 
despite Canada losing several 


My cropped up with the FTA 
dispute settlement process. 
Trade lawyers, for instance, 
have criticised some of tbs 
appointments to the panels. 

Furthermore, except for foe. 
two fish disputes, foe two gov- 
ernments have hesitated to 
refer some of their most seri- 
ous disagreements to a panel, 
preferring to rely on fees for- 
mal negotiations. For instance, 
a 20-year row over whether 
Canadian plywood meets US 
building standards Is stfiT in 
the hands of a committee of 
experts trying to draw up 


for foe Canadian product. 

Mr Feldman says: "Consider- 
ation should be given to mak- 
ing greater and earlier use of 
Chapter 18 panels, seeing them 
not as rescue operations after 
failure, but rather as expert bl- 
uationel efforts to settle incipi- 
ent disputes cm their merits.” 


Fewer than half UK 

By Peter Montagnon, World Trade Editor 


FEW ER THAN half Britain’s 
exporters support the changes 
planned by the government for 
the Export Credits Guarantee 
Department (ECGD), according 
to a survey carried out by 
Sedgwick James, the credit 
insurance brokers. 

Ninety-two exporters were 
asked their opinions in the sur- 
vey which covered proposals to 
privatise ECGD’s short-term 
commercial risk insurance 
business and plans for higher 
p rem i um s and curbs cm cover 
availability for medium-term 
guarantees. 

Only 44 pm- cent ofjfce 55 
respondents said they sup- 
ported the changes, while 86 
per cent said they were 


Alcatel signs 
digital exchange 
pact with Poland 

ALCATEL OT has signed a 
joint venture to make digital 
exchanges with Teletra, the 
Polish telecoms supplier - the 
latest In the French group's 
cooperation deals In eastern 
Europe, William Dawkins 
reports from Paris. 

The venture, Alcatel C1T 
Polska, will Invest FFr25 0m 
Cezcfen) in a plant to make 
the latest generation of Alcatel 
E10 digital phone exchanges. 
Ultimate capacity will be 
300,000 lines a year. The 
French wlQ hold 6S 

per cent of the capital, with 
the rest shared between Tele- 
tra (35 per cent), and two 
other Polish companies, Ettra 
and Haktri m. 

The accord deepens AkataPs 
links with Teletra, which 
already makes Alcatel B10 dig- 
ital exchanges under licence 
far Polish use and for export 
to Czechoslovakia. The licence 
w ill now be owned by the joint 
venture. 

In the past year, Alcatel 
formed contracts and joint 
ventures In Romania, Hun- 
gary, Yugoslavia, the former 
East Germany and the Soviet 
Unfair. Its east European turn- 
over readied FFrtESm in 1989. 


opposed. A large majority of 71 
per cent 6aid they would 
review foair business strategy 
if British export credit fecui- 
ttes ceased to be co m p etitiv e 
with those of other countries. 

Nearly half said they would 
switch productive investment 
or pro c ur e m ent to other coun- 
tries with better export c redit 
arrangements 41 per pen t 
said they would cease to export 
to certain markets. 

The survey reveals particu- 
lar scepticism about ECGD's 
medium-term credit guarantee 
business, where it Is trying to 
cut its risk of losses by increas- 
ing charges and reducing cover 
limits. 

Altogether, 64 per cent of 


respondents thought this 
would seriously affect their 
ability to win business in 
export markets, and 93 per 
cent said they thought a direct 
government scheme should 
continue to be provided in this 
area. 

The government plans to 
persuade other countries to 
adopt a simi lar tough line i n 
medium-term credit underwrit- 
ing received a responding vote 
of no confidence, with 91 per 
cent of respondents describing 
its approach as unrealistic. 

The survey also showed a 
high degree of caution about 
the proposed privatisation of 
ECGD's short-term commercial 
T-fak insurance business. This 


wffl in volve a comple te with- 
drawal of government support 
within three years. However, 
only 33 per cent of respondents 
thought the private sector 
could satisfy all their 
short-term credit. Insurance 
needs, while only 8 per cent 
thought other leading indus- 
trial countries would follow 
Britain’s lead in' withdrawing 
government support A major- 
ity of 68 per cent said this 
would put them at a serious, 
competitive disadvantage. / 
Over half the respondents 
(51 per cent) said it woul d 
make po difference if ECGD's 
short-term insurance business 
were to be acquired by a fto~ 
eign company, though 36 per 


amt said they would prefer the 

new owner to be Britteh and 13 
per cent wanted it to be Euro- 
pean. 

But there was a dear lade of 
support for metgng ECGD 
with Trade Indemnity, the pri- 
vate-sector credit insurance 
specialist that has teen 
actively campaigning to take 
over foe business. No less than 
57 per cent said they were, 
opposed to fids and only 41 per 
cent were in favour. 

The poll also revealed a high 
degree of support (60 per cent) 
for a centralised European 
Community export credit guar- 
antee scheme. Only 16 per cent 
said thpy were against such an 
idea. 


Thais approve $6bn phone network deal 


By Paler tfngphakoni fn Bangkok 


THE Thai cabinet yesterday 
approved a c ont r over sial $8bn 
(£3bn) deal far a Thai-British 
joint venture to add sm num- 
bers to the country’s telephone 
network. 

The plan for Gharoen Bak- 
phand (CB)b one of Thailand’s 
largest business groups, and 
British Telecom (BT) to build 
the system, transfer ownership 
to the state-owned Telephone 
Organisation of Thailand, then 
operate it had threatened to 
wreck foe fragile coalition gov- 


ernment. 

The deal came under fire 
■ gain at yesterday's unusually 
lengthy cabinet meeting. 

The attacks came because, 
according to cabinet members, 
it did not co n for m with any 
etluHiw prh rM i i iBiHwn method, 

nor had it passed through the 
planning and selection proce- 
dures normally required for 
prefects of this size. 

However, leading members 
of the coalition toned down 
their earlier that 


Mr Montree Fongpanlt, the 
Transport and Communica- 
tions Minister, had acted 
improperly in approving the 
project without mnaiWIng foe 
National Economic and Social 
Development Board or the Cab- 
inet. 

An uneasy peace has now 
descended on tie coalition fal- 
lowing a war of words in which 
various leading members 
traded accusations of impropri- 
ety. 

The CP-BT consortium. 


which has agreed to pay the 
Telephone Organisation 16 per 
cent of revenues from Bangkok 
and 23 per cent from foe prov- 
inces, was selected over Toy- 
omenka of Japan. 

Two weeks ago, whan Mr 
Montree simply notified foe 
cabinet of the decision, a bitter 
row broke out, worsening 
squabbles that had previously 
focused partly on other pro- 
jects, Including an elevated 
urban railway and new oil red- 


Final approval for oil refinery plans likely 


By Paul Taylor, Asia Business Correspondent, in Bangkok 


THAILAND'S government 
appears set finally to approve 
plans for two new oil refineries 
to meet soaring domestic 
demand. The move will mid an 
embarrassing cabinet dispute 
over proposals by both Shell 
Oil and Caltex to build new 

The powerful National 
Energy Policy Committee, 
which is headed by Mr Chatl- 
chal Choonhaven, the prime 
minister, is understood to have 
recommended an easing in 


rest riction s over foe siting of 
new refi neri es. • 

The decision should end a 
three-month delay in cabinet 
approval being obtained for 
Shell's wholly-owned Thai sub- 
sidiary to build and jointly 
operate Thailand’s fourth refi- 
nery, a Baht 18bn (£380m) prel- 
ect with a 145,000-barreL-aday 
(b/d) capacity, at Mab Ta Pnd 
on Thailand’s eastern sea- 
board. 

By proposing that oil comna- 
xdes mould have greater free- 


Ttae move will end an 
embarrassing cabinet 
row over proposals by 
Shell 03 and Caltex to 
bnOd new facilities 

dam in siting their j Swriptiefl , 
foe committee appears to have 
engineered a face-saving com- 
promise which will allow 
Shell’s rival, the US-based Cal- 


tex, to go ahead with plans far 
a fifth refinery with a 120,000b/ 
d capacity, also at Mab Ta Pud. 

Caltex had lobbied against 
its original contract which 
specified that Its refinery 
should be sited In the less-com- 
merclally favourable south. 
The compromise also appears 
to remove a possible source of 
friction for the Thai prime 
minister when he meets Mrs 
Margaret Thatcher, UK prime 
minister, during a visit to 
Britain next week. 



DAILY TO MALAYSIA 


2 NON-STOPS 

Rywith us to our home In the heart of Southeast Asta- fascinating Malaysia 

We depart London daiy for KuataLunpifcl^ 

Every Tuesday and Sateday non-stop on Malaysia Akihes 747-400. 

So come on board and enjoy the genuine warmth and charm that 
only Malaysians an offer. 


Non-slop fighb from 28 October. 













s 




-"j — " .Jk»* (f > 

:S^- 

SfiStV 

,‘«4* 1 * f t«fc5k 

> 4 


1 


•T«i / ‘^ tj fcT«|. 

r ns§ 

Sf i^S 

*£5a& 

■ ^esoaSSfc: 



‘ r n fe anS 

rSeas 1 

ccr f*W an £ 

'^witnaasrtM. 

: ■•- itfi 3 brtt*» 

;’;; J "=B*d it 
-“«yefR(fe 
'""-<■ \fc» OEhi^ 
i'.i ~vj Roiajat 

?>i 

vork U 


FINANCIAL TIMES WEDNESDAY OCTOBER 10 1990 


INTERNATIONAL NEWS 


Earthquake still takes its toll 

Scheherazade Daneshkhu oh why the relief programmes to rebuild 
Iran’s devastated towns and villages are makin g slow progress 


I .T is now over- three 
months sfnce'a devastating 
earthquake hit tho.. fertile 

areas of north western Iran, 

kfiUugau e8timated85/X)0, peo- 
ple and destroyihg or dainag- 
ing'12MX)0 homes- v • 

. The effort needed to rebuiM 
an area, wMelr Jtadftodk .'well 
over iO-years td (fevehqj, is a 
huge and darinfing one. Bat 
the government Is undecided 
about whether It should 
rebuild" towns .and- villages in 
an area where tremors are still 
felt almost daily or to relocate 
in safer spots, within the 
region. Consequently, little 
rebuilding has taken place to 
date: - ' 

Instead, the government has 
concentrated on short-term 
relief far homeless femtiW 
The Iranian Red Crescent 
Organisation Jhas set up some 
- 5,000 prefabricated units, xnea- 
soring about three metres by 
four metres in the two largest 
towns Mt by the earthquake, 
fioudbar and Maitffl. Ann»w 
1,000 homes wooden houses, 
more resistant to tremors than 
mad-based houses, or even 
steel and concrete, have also 
been buffi. 

Bnt these are a drop in the 
ocean. Tens of thousands of 
people are sheltering under 
small , tents and are already 
beginning to feel the cold at 
night. Men and women who 
have lost everything now face 
a new . danger - that of a fast- 
approaching winter - which 
plunges temperatures below 
freezing point in the mountain- 
ous areas worst affected by the . 
earthquake 

Many .people - it is Impossi- 
ble to estimate exact numbers 
- left the region In the first 
weeks for other towns, inchxd- 
tog the overcrowded capital, 
Tehran. There, the lucky 
moved in with relatives while 
others have been sheltering tn 
school compounds. Now ™* 
the schooT year' has started, 
however, it is'- unclear where 
they wingo.: . v 
. Gflan province, where the 
earthquake struck, is moun- 
tainous with ativeEned valleys 
landing down to xice-growing 
plains. The epicentre of the 
earthquake .was not in the .Cas- 
pian. Sea las first reported, but 
at a windswept town called 
Manjil now' completely devas- 
tated and depopulated. MaitfE, 
a trading centre which also 
housed military installations 


iris 

PIS 

feca^pi 

fbSht^t-vti 


QazvinU 

- TEHRAN! 


180 km 


and acted as the service centre 
for one of the largest of the 
countr y' s 10 damn is gHnateri 
-on the Sefid Rod river between 
the towns of Rasht and Qazvin. 

Fortunately, the earthquake 
did not cause the dam tio burst, 
but ft has been damaged. A 
team of Ffrench engineers is 
now In Iran to inspect it The 
damage, which is feared to 
have struck at its foundations, 
may mean ♦bet the will 
have to be emptied, a process 
which now appears to be tak- 




rfll ; 


of tins measure wiS be felt in 
economic terms next year. The 
«?3>m [ izxigates thii hi yy area 
of Tami fn the country, some 
ZtOjOOO hectares, which Is over 
twice the size of the next larg- 
est area of irrigated land. If it 
is pot out of action, the coun- 
try's major ricegrowing area 
wfQ no longer be able to pm- 
dmift ftw crop. 

- Irrigated tend accounts for 
Borne 80 per cent of Iran’s ara- 
ble food production and it was 
tTw hrt am i t iw Inmi cultivation 
in* the area that attrac ted a 
steady flow of migrants from 
other parts of the country in 

the Taf» 1960s nwri 70s to wfllm 

this . a densely-populated 
region. Rice Is the ' staple food 
but poor agricultural perfor- 
mance, dating fr om the Shah’s 

nagfana mqiTW that Turn spends 

up to onotMrd of its foreiga 
exchange on food. 

- Another economic blow has 
been the destruction of the 
hydroelectric power-generator 
served by the Sefld Rod dam. 
The phi**, which generated 85 
MWaf electricity per day was 
knocked out of the national 


Homeless children. 

Amnted through Red 

grid tbe day of the earthquake. 
Iran *>«wa suffered from a short- 
age of power since well before 
the revolution, hampering 
industrial productivity ana 
resulting In twice dsQy power 
cuts in Tehran. Output is 
RJflBMW a year but needs to be 
at least 10.00QMW and maybe 
as much as 15.000MW to cope 
w ifh dmnand. 

T HE Deputy Minister of 
the Construction Cru- 
sade said that L200km 
of rural roads had been re- 
opened or reconstructed within 
a month of the earthquake. 

In the short-term, however, 
the decision on whether to 
rebuild this region needs to be 
taken soon for the aaka of its 
inhabitants. One visitor to the 
area said the task is ter greater 
than fhat of b triltHng afresh, 
gfrni*. what remains bag to be 
pulled down and the rabble 
cleared — both major 
operations - before building 
can start. 

For tfofg , Iran needs earth- 
clearing equipment and con- 
struction materials such as 
iron, steel and cement Its for- 
eign exchange aamhig s have 
increased significantly with 
the rise in the price of oil but 
the government puts the cost 
of reconstruction of the 
affected areas at 200bn rials 


i: 

on from a pile of clothes 
at a tent camp near Rasht 

(*2Abn at the official exchange 
rate of 70 rials to the dollar; 
$250m at the government rate 
of 800 rials for essential 
imports). Reconstruction here 
is a quite separate project from 
the rebuilding of the war-dev- 
astated regions of the south 


The Iranian Red Crescent 
Organisation says that H has 
collected 20hn rials in dona- 
tions fr»girtA flw country and 
sum in cash from abroad. The 
foreign community has con- 
tributed a farther fSftn in foe 
farm of goods, though some of 
these include medicines sup- 
plied. after rtiwr seU-by HatA 
The largest contributors 
have been from the Middle 
East region itself with ironi- 
cally, Kuwait, giving the most 
foreign assistance followed by 
the DAE, Saudi Arabia (with 
which Iran has no diplomatic 
relations) and Pakistan. 

Of the major European coun- 
tries, the Red Crescent says 
that West Germany has given 
the most and the UK, the least 
The government is not altering 
its five-year plan to reallocate 
r eso u rces though it may ask 
the World Rank for a lruwi- 
It is clear that foreign assis- 
tance, which is warmly wel- 
comed, will stffl play a crucial 
part towards the reconstruc- 
tion of tile area. 
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lageof 
your customer. 

Prepare for 1992 now. 

Communicate in yotnr customer's 
language and call BefQtz today on:- 

071-5806482 London 

021-6434334 Birmingham 

031-2267138 Edinburgh 

061-2283607 Manchester 

0532-435536 Leeds 

FAST AND EFFECTIVE 

Courses are taikx-made to meet the particiilar 

needs and schedules of both you and your company. 


AN ATTRACTIVE OFFER YOU 
CAN SLEEP, EAT, DRINK AND 
GO OUT ON. 



The companies who renr u n fit mi ffiaJ 
residential accommodation k the 
BnUcn certainly hire a choke of war* 
id celebrate. That's the beauty of taring 
In the heart of the City - you're limply 
•poflr for choke. 


So, whether yonr particular taste if in 
Chinatown, Theatzcund ora relaalng 
night at home, be mre you're aware of 
joit what we're oAdaf. Call the 
Barbican Ensue Office on 071-588 8110 
or 071-628 -072. 

Rena from £7,565 pa to £14,440 pa. 





©BARBICAN 


GERMANY 

The Financial Times proposes to publish this survey on: 
29 OCTOBER 1990 

For a foil editorial synopsis and advertisement details, please 
contact: 

EDWARD HUGO 
on 069-75980 
or write to him at: 

GuioUettstrasse 54. D-6000 Frankfurt am Main 1 
Fax Germany (069) 722677 
or 

LIZ VAUGHAN 
on 071-373 3472 
One Number, Southwark Bridge 
London SE1 9HL 
Fax.-071 873 3079 


FINANCIALTIMES 

lUWtt BUtlMIltMI WIMUI 


PRIVATISATION IN GREECE 
INVITATION TO PARTICIPATE 

In acconbnce wid* the Greek Government"* derision to waste a 
number of State-eeucroSed companies to the private sector, the 
fodnstrxsl Reconstruction Organisation (IRQ) intends to sell its 
majority holdings in KAVALA PLASTICS SJL MEL 
MACEDONIAN PAPERM2LL5 sodMINIONSA.DiiseRsa9d 
investors. BANK OF AMERICA tad ALPHA FINANCE AE. 
hive been exriurivdy mandated by ihe IRO to ide&li^ potential 
pu t tiJ I if*” for the above-mentsoned dwghfttd hijEr 

THE COMPANIES 
a. KAVALA PLASTICS SA. 

FarsHithnd m 1973. the company k a pmdumr retd rijftr ifo nnr 
of rigid and flexible FVC products (pipe Damp, compounds 
and polyethylene (PE) films. In 1989 total sales were US5 15 
rnil&Dn and grass profit* U5S 2.7 million. 

h. MEL MACEDONIAN PAPERMDLLS SA. 

Established in 1964, the company is a producer and tSstributor 
of cartcnboard (200-500 gr-X Xn 1989 total sales were USS 
18.2 million and gross profits USS 1.05 miUbu. 

C.MMONSA 

The lsrgest taxi most complete depsitmcnl store in Greece with 

total space of 32.600 iq. ra. and projectol 1990 n« sales of USS 

65 "«Uinn approximuely. 

For tho Offering Memoranda as wdl as further information on 
the proposed sale procedure and timetable, interested investors 
should contact: 


For Companies (s) and (b)Z 

Bank of America International Ltd. 
MAADquitmeit 
25 Cannon Street 
London EC4P 4HN, England. 

Tel: (44) (71) 6344582 
Fax: (44X71)6344983 

For Company (c) : 

Alpha Finance AJE. 

5, Merlin Street 
10671 Athens, Greece 

Teh (01)364 6186 or 190 
Fax: (01) 3604040 


Bant of America - Athens 
Corporate Finance Dept. 
39 Pancpisthiuou Street 
1QS 64 Athens. Greece 

Tel: (01) 325 1901 
Fax: (01) 324 1936 


FLY SAFELY WITH THE LARGEST 
AND YOUNGEST FLEET OF FULLY OWNED 
LICENSED BUSINESS JETS. 


ALG ABROLEASING 



Gonova:(022)79845 IQ 
ZOridt e (01) 8U3700 


GBIEVA - ZURICH - MEAN • KINSHASA - SINGAPORE 
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A FAST CHANGING MARKET. 


From behind the wheel ofwi XfS 
V12 Coupe, die world looks an altogether 
mow secure pber. 

A shrewd investment re n ow n ed 
for rffortku performance. The world's 
most elegant Sports Coupe is more than 
equal to rival models of similar sprciBca- 
ritm costing almost twice as much. 

From a track proven S3 litre V12 
engine i hat rapidly nudges the speed feme, 
with the promise of much, much more 
where conditions and legislation aUcret 
Performance efficiently handled at 
every turn by its own uniquely dcugned 
anti-lock braking system nidi built-in 
- anti-yaw control Together with an rj-dive 
independent suspension, here is a car 
designed from the start 


to take sudden change LEMANS 
r , WINNER 

oomfotiably in its stride. I i 9 il 

Inside, f ur ther natr ain r b im- 
mediately apparent in the subtile use of 
polished walnut ve ne e r s and selected 

band -stitched hides. 

Here, air-conditioning and ■ 
sophisticated in-car entertainment are- 
standard. As well as other luxuries most 
manufacturers see fir to ofirr Only as 
cosdy extras. 

Today, the Jaguar 1Q-SV12 Coupe 
places in your hands a perfect balance of 
race bred^ ^paMsi.iiirecke^ : handing and 
value for money that will co m fortably 
keep -with the economy; as welt as 
your oust stringent driving demands. 
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slump m Japan 


X 


By Stefan Wagstyl in Tokyo 

A LEADING indicator, of the 
state of health of the Japa- 
nese property market fen last 
month for the third month in 
a row,. increasing fears of a 
deepening slump in real 
estate prices. 

Of the new apartments on 
sale in Tokyo last month, only 
67.1 per cent were sold, LL9 
percentage points less thaw in 
September 1589, according to 
the Real Estate Economic 
Institute. The ratio fluctuates 
seasonally, but is normally 
above 80 per cent in Septem- 
ber, a peak month for home- 
buying: The last time the fig- 
ure fell below 70 per cent was 
in September 1984. 

In Osaka, where the insti- 
tute has been gathering data 
for only a year, the sales/of- 
fers ratio also fell - to 64.3 

Tokyo new flat sales 

Percentage told 
90 




(22 





per cent, down bom 8&3 per 
cent in August. The lowest 
figure for Osaka was 54.1 per 
cent in January 1989. 

Officials at the institute 
forecast further declines in 
the months ahwui This COUld 
foreshadow a long-lasting 
slow-down in the market for 
new fiats, a key element in 
the residential housing mar- 
ket - 

Mr TOm mn, property ana- 
lyst at S.G. Warburg, the .UK 
securities company, said sales 
would continue to fill, for the 
rest of the year. Prices bad to 
fall to levels where people 
could afford to buy.. He .esti- 
mated prices of flats, as of 
land, had to fin about 2tf per 
cent over the next two years. 


Plat prices had already 
declined 6-7 per cant from 
their peaks earlier this year, 
he said. . . 

There is mounting concern 
about tite effect on heavily- 
borrowed property companies 
of a Combination of falling 
prices and rising interest 
rates. 

Roman, a publicly-quoted 
poo ka trading rmnn anv . this 

Week denied that It is in diffi- 
culties servicing, its YLSOOhn 
(£5bn) of consolidated debt. 
Yesterday, the bankruptcy of 
Ikeda, a small privately- 
owned Tokyo property com- 
pany, which owed just YL5bn 
was reported in Nihon Keizai 
Shimbun, Japan’s leading 
business daily. The bank- 
ruptcy was in ttsflf unexcep- 
tional - since a handful of 
property companies fails 
every month - but the promi- 
nence of the report indicates 
the growing concern in Tokyo 
that such bankruptcies will 
increase rapidly In future. 

Bank lending to property 
companies has been tightly 
controlled since March this 
year, with banks obliged to 
keep the rate of increase in 
property loans to the same 
rate as the overall increase in 
lending. Mr Tatsnya Tamnra, 
director of the credit and oar- 
keg management department 
of the Bank of Japan, said 
yesterday: “Banks are getting 
more, cautious about the prop- 
erty market.” 

That is almost certainly an 
understatement. But the 
loans which hawks are most 
worried about are not those 
imi!» jn the last six months, 
when signs of weakness in the 
market were already appar- 
ent, but those made at the 
market's heig ht. 

The companies most at risk 
are not the largest groups. 
With their large land holdings 
acquired years ago and steady 
stream of rental income, Mit- 
subishi Real Estate, and oth- 
ers have a large buffer both of 
assets and cash flow. It is 
companies which are heavfly- 
borrowed and fely greatly on 
property sales not rents 
which are under the greatest 
pressure. 
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Taiwan reserves 
replenished 

TAIWAN’S foreign exchange 
reserves are set to top 9701m 
(£35.5bn) again following a 
three-year low of sea-fihn in 
Jnne, reports Peter Wlckenflan. 
A record 9&Sbn Ml the island 
in tiie first half of the year as 
the stock market plummeted 
and social disorder affected 
the investment climate. 

Mr Samuel Haleb, central 
bank governor said on Monday 
that capital had bean retifm- 
ing since July as .investors 
took nftmey out of other ASBm 
markets and cashed in 
regional fnwk- 
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Saddam^ 
‘new’ missile 
puzzles 


fry David White, Defence 
Correspondent _ 


WESTERN mfiwfifi experts 
were puzzled by President Sad-- 

dam H iuaritf it 

. yesterday of a new weapon 

rapqhio rtf qttarfrfwg hnad 3 ^ 

they emphasised that Iraq 
already bteKs tic ndssBes 

with 

It was tut dear whether the 
AI-Htjara. meaning "the 
stones," .was in fact a new 
weapon or x new name for a 
system already in existence. 

Mr Saddam told the Igarik 
yesterdaythey had no choice 
but to lease Arab h»nfo ami 
wanted that -Iraq had a power- 
fal- nnr mwdle which Would 
strike “when the of reck* 

oning- comes”, His co mm ents 
foUowed tire deaths of is Pales- 
tinians by Israeli police in 
Jerusalem on Monday. 

The choice off name was evi- 
dently intended to link the 



Gulf decision nears for Bush 

Peter Riddell, US Editor, on the mood in Washington 
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Mr Saddam said. Iraq h«a 
many of the wtaan^ with a 
range of hundreds of kilo- 
metres. Some experts «atd this 
suggested -- one of Iraq’s 
enhanced- versions of the 
Soviet SS-lScud. 

One of these, the AlHusayn, 
with- a smaller warhead ftan Thnmmwk of pale 
the Send but doable the Soviet yesterday after the 1 
missile's 300km range, was 

used 1* -the Tran-Iraq war.’ _ _ _ 

According to the International IvionOffTACfeKlA 
Institute for Strategic Studies, ITld l lagCalllC 
Iraq has deployed at least six • -, ■_ 

Al-Husayn launchers in its- gpthfl Plf 
western desert region, within 
reach of targets throughout •»_£» 

Syria and much of farm!. frau T ftl* fl -w-fllf 
has also deployed a 900km- wjaaan. 

range, derivative, the Al-Abbaa, . . .• 

aatoo duJ inyriyiagL eCODOmil 

Last December, Baghdad • 
said It had successfully By Victor MaBet In 
launched a thraestage rocket 
curable of putting satellites IRAQ’S invasion o 
into space. It is thought a mis- bas been' a “ severe 
sile version - would have a ageable" setback for 
range off 2,000km. markets, private b 

A collaborative project based and in the ( 

an tb« A rggntim fani% 8 pro- wnnrag ln y «fyw« nf 
g ramma, with a plmrawri nmp» ita iMg th fa flu» ftnrf i 

of up to LOOOkm, was stalled year, according to 
after Egypdaq withdrawal and publMied today, 
a dampdown on assistance Dr Henry Azxu 
foam westonT companies. But Economist at the 
the Traqte :are thnn gM to be based C wlf - In h w n rfh 
keen to eqjpropriate the pnj- (GIB); predicts In 1 
ect* sr; soKd .fdel technology, report that there wfl 
-Tndrr.Scodbatod. mtsaOes use little new private 



Thousands of Palestinians ww* at the Beqa r effh g e e camp in Amman 
yesterday after toe kflUng off 19 on JerosalemVi Temple Mount by Israeli focces 


T HE- US bndgrt crisis has dis- 
tracted attention from the Gulf 
in Washington over the past 
two weeks, hut it is only a temporary 
ML 

The Gulf .adds no longer automati- 
cally dominates, or even appears, on 
the front pages of the main IS news- 
papers. The policy <rf isolating Iraq by 
diplomatic and economic means is set; 
the military " build-up - 204,000 US 
forces personnel in the region - is 
nearly complete. It is now a nm fryr of 
time. 

But the tempo can easily accelerate 
as this week's events in Israel have 
shown. At his White House press con- 
ference yesterday President George 
Bush was at pains to counter Iraq’s 
attempt to the Mil mgs qJ foe 
Palestinians in Jerusalem to the 
Kuwait question. In a statement as 
much off hope as of prediction, he did 
not thmic the latest flare-up would 
endanger the Arab coalition agwmst 
Iraq. The I n volvement of Israel is just 
what Washington fears. So no wonder 
Mr Bush yesterday urged the Israeli 
security forces to be better prepared 
and to act “with greater restraint". 
The other potential pressure for 
is what the US has described as 
“the systematic destruction" of 
Kuwait by the Iraqis. Mr Bush admit- 
ted thte was “a new equation in the 
last three weeks that concerns us 
enormously” - and he said his 
patience was “wearing very thin on 
♦hat account”. 

Yet even if external events do not 
force a dedskm. at some stage Presi- 
dent Bush will have to decide whether 
sanctions are working or whether the 


dtsnutbo of TB ^ nT y h«^ fo 
be ordered. 

Mr Bush does not have a precise 
timetahfe. There is no reason to doubt 
that he is sincere in hoping that sanc- 
tions will work. Central Intelligence 
Agency estimates supplied daily to 
him - reinforced apparently by 
Soviet intelligence help - suggest 
that erosion of sanctions exists but is 
not substantiaL They paint, however 
imprecisely, to increasing economic 
problems within Iraq, such as short- 
ages and Mgimr prices, but that is a 
frmg way from »» y in g that ti ghten in g 
sanctions wfll force President Saddam 
Hussein to withdraw from Kuwait. 
The view in Washington is that it will 
pnf be iKh> to reach an assess- 
ment until at least early December. 

T hen, if Mr Bush judges that 
sanctions are not working suf- 
ficiently, the US recognises 
that it will have to consult before 
taking farther action. Aside from 
Iraqi aggression requiring an immedi- 
ate armed response. President Bush 
and bis advisers accept the need to 
prepare both an international and 
domestic consensus. Military action 
would then be presented as a regretta- 
ble but Inescapable last resort. This 
consensus does not exist now. 

Om grwadwnal leaden, in !**♦ Tfk 

providing overwhelming backing for 
Mr Bush’s handling of the crisis so 
far. specifically warned that this was 
not a blank cheque for military 
action. Leaders off both parties urged 
the need for more patience in seeing 
whether sanctions work. 

The problem Is that Congress is 


hkdy to be in recess when any deci- 
sion an further action is taken. There 
have already been informal discus- 
sions with chairmen of key commit- 
tees about fixture options, including 
the use of force. 

The presmt lull has also provided 
time for a debate about the conse- 
quences of military action. US offi- 
cials believe that such a war could be 
won. Even if they are highly sceptical 
about the advocates of strategic air 
power, they believe the Iraqi air force 
could be neutralised quickly and the 
probl em would be a prolonged battle 
with its large and heavily armoured 
ground forces. 

Although among some policymak- 
ers there is almost a fatalistic feeling 
that war cannot be avoided, there is 
understandable apprehension about 
the possibility off tens of thousands of 
US casnsltles as well as fears that the 
whole of the Middle East, including 
Israel, will be caught tip in any con- 
flict. 

M or eover, the polls show a wide- 
spread view that the US itself is hav- . 
mg to bear too much off the burden. 1 
and risks, on behalf off European. Jap- 
anese and Arab allies. Even so inter- 
nationalist a newspaper as the New 
York Times bas argued this week that 
Washington should demand much 
more from the allies, which should 
deploy more forces and contribute 
more financially. 

The iiwii*j»rtoan« of President Bush's 
ability to convince the American peo- 
ple have been shown by the budget 
fiasco of the past week. He will have 
to be mare persuasive if he Is to win 
support for eventual military action. 


Bhutto 

attacks 

president 

MS B enazir Bhutto, the former 
Pakistani prime minister, yes- 
terday accused Pakistan’s pres- 
ident of “naked aggression” 
against the judiciary »gd said 
he had aeted like a martial law 
administrator. Renter reports 
from Lahore. 

She said the dismissal of two 
judges showed President Ghu- 
lam Ishaq Khan was deter- 
mined to bring the Judldary 
into line. She was speaking 
shortly after appearing before 
a special court in Lahore. Since 
dismissing Ms Bhutto on 
August 6 and ordering elec- 
tions, Mr Ishaq Khan has con- 
firmed several acting judges 
bat sacked two the most recent 
an acting supreme court jus- 
tice on Monday. 

Ms Bhutto attacked the 75- 
year-old head of state as “a 
stubborn old man" and said 
she regarded him as her mam 
opponent in the national elec- 
tions due cm October 24. 

Last week he attacked “fas- 
cist tendencies” in her Pakis- 
tan People’s Purty after violent 
scenes at the Lahore High 
Court when she was first due 
to appear. 

This time the police took no 
chances. Hundreds of officers 
wearing riot gear set up a secu- 
rity cordon several hundred 
yards from the colonial court 
complex and stood shoulder to 
shoulder around its Interior 
courtyards. 


economies 

By Vidor UaSet in Dhahran 


The secret of your success 


IRAQ’S invasion of Kuwait 
has been a “ severe but man- 
ageable* setback for domestic 
markets, private businesses 
hwh in fiw. B nif after 
tnc o nr agbig rfwwmarfB 

StX tBg th fa ftp Wnrf half nl rtw» 

year, according to a report 
published today. 

Dr Henry Axxam, Chief 
Economist at the Bahrain- 
based finiriiitwMiiiiMi Bank 
(GIB); predicts In his latest 
report that there wfll.be very 
little new private ' -sector 
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liquid propellant. immifai wirt <n flu wytnn mtffl 

Opinion to -divided as -to tire Gnlf alsisis resolved, 
whether Iraq^has rdieinicaf — “Se v er al Joint venture pro- 
warheads for longer-range jects scheduled to begin In 
Scud- derivatives. Some Scud . 1991 may now Ire delayed 
launchers are befievsd to have - pending .a lasting srintion, 1 * 
been moved to the Basra says Dr Assam. *Tt may take 
region near Kuwait much Tonga: to revive foreign 

lni ifiydmiwii yurtlfi^illiuUf 8B& 

• 'mm* Gulf governments will have 

Hrazmans . to Step In to fin the gap 

. .- left by private and foreign 

leave Iraq 

. • • lire report paints a gummy 

THE LAST - group of 8Z picture for non-oil activities 
Brasilians • arrived in Br asilia «nrf» as construction —s sen- 
from Baghdad on Monday, 
completing the -country’s evac- 
uation of- all €00 of its citterns 
in fraq. Beater reports from 







Mr Paolo Tterao Flecha de 
lima, Rra^tr a awihawiij ^ fff to 
London, headed a. diplomatic 
mtestairto fraq:23 days agoto 
negotiate Aztowteas: The last 
groito obtopred visas on Sun- 
day and travtitod on a <*ar- 
tered lraqd Airways flight 
authorised by foe commission 
off tire United Nations that had 
ordered tire Iraq -airbloje k a d e; 

- The 82 1 -Brazilians are 
employees off Mendes Junior, 
the construction company, 
which vent 9600,000 (£305^)00) 
on evacuating 255 people in 
two ^bartered jets. The foreign 
ministry said U BrariBans had 
volunteered to remain in Iraq 
to- mafafaiin the -company's 

fti|n “ 

Boardedships came 
from Yemen, Jordan 

The two cargo ships boarded 
by international forces block- 
ading Iraq on Monday had 
sailed from Jordan and Yemen, 
western - dip l o mats said yester- 
day, Reuter- reports from 
Dhahran. --. • 


vices, which had been regain- 
<iq m iymptitaiT q after tire 1988 
cea sefire ending tire Gulf war 
bet ween Iran and Iraq. . 

- JIWkflHng frflHi 

tel revenues, will tone 
to speaduad devel- 

opment as they did in the 
1970s, but modi of filter atten- 
tion will focus an defence. . 

On the brighter aide. Dr 
Assam writes: “There is 
money to be made from every 
aspect of tire crisis, whether 
from additional defence spend- 
tef. or reconstructltm related 
activities." He acknowledges 
that file region’s banks, partic- 
ularly tiu offshore lmwfcfay 
units (OBUs) in Bahrain such 
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ro chartered jets. Tire foreign ini flight to safo havens such 
dnistry said II B rari Ba ws had as London,' New York 
jhmteered to remain in Iraq Switoeriand. 
i Tqatn fcain- the com p any’s “Bahrain’s prospects as an 
migBM a t. ~ T ofEsbore hanlrtng centre have 

been affec t ed ,” he says. “Some 
tngrdn J chans esmp international banks may scale 
kianl^ snips came operations or breve tire 

rom Yeilien, Jordan island but economic activities 
- in Bahrain and tire region win 
Ire two cargo ships boarded not come to a staudstfiQL” 
r international forces bloct Private sector deposits 
Ung Iraq on Monday had <ra i i« fa rrte ahmaii from the 
died fram-Jtedan and Yemen, Gulf ranged from 10 to 80 per 
steam - diplomats said yester- cent depending on tire co untry, 
ty, Reuter reports from the report says, but Golf gov- 
hahran-r emments injected deposits. 

The 3,672-ton Tafimur and janbably leaving tire average 


foe al-Wasltti, .both under Iraqi 
ifeg^ were in tercepted on Mon- 
day by westmn ships enforcing 
the United;- Nations trade 
embargo imposed on August & 


net decrease at not more than 
10 per cent. Local bank depos- 
its off tire United Amh Emir- 
ates authorities are 50 per cent 
up on March. 


Report accuses Malawi 
of human rights abases 

By IMctM ttolmtoV Africa Editor 


JL lugged into the mains in Liverpool or utilizing the battery pack in Lhasa, the life of a travel writer is 
unpredictable to say the least. For instance, sharing a room with a dozen varieties of cockroach, whilst waxing 
lyrical about the finer points of Tibetan cuisine, is not always the easiest way to earn a living! 

It is fortunate, therefore, that there is a travel companion on hand that will always be there to help out. Turn 
on the Tandy 1100 FD and you can start writing memos, articles and reports In seconds. And weighing just 2.9kg 
with dimensions of only 345 x 70 x 250mm you can take it almost anywhere. Features include large 80 x 25 LCD 
display, 640K RAM, 3 W disk drive and DeskMate software built-in. Not only is it easy to edit your work, but the 
90,000 word spell checker will then proof read it for you! 

The Tandy 1100 FD - a portable computer that will share the workload without stealing the headlines! 

For further information FILL IN THE COUPON BELOW or 
DIAL 100 AND ASK FOR FREEPHONE TANDY COMPUTERS. 

Tandy 1100 FD. £799.00 Excluding VAT 
VAT at 15% to be added to the above price 


THE go vern m en t off MriawL 
tire fourth, hugest recipient off 
British aid'- to sub-Saharan 
Africa, fore been accused of 
“gram human rights abuse* in 
a report fo be published today. 

T3toll6r^8geaceomti of “qa- 


hm been' camplfed by Afttoo . 
Watch; - the London-based 
organisation which monito r s 
hmnan rights on the continent. 

The report challenges Mr 
Douglas Hmd, -.tire British for- 
eign secretary, to pot his prem- 
ise to link ma with “good gay-, 
emance" into practice.:- Last 
June Mr. Hurd warned that 
“governments who persist with 
repressive policies, with cor- 
rupt management, or with 
wasteful and discredited eco- 
nomic systems, should not 


X t ns to support their folly 
scarce aid resources'*. 

. The Africa Watch report, 
which dflh"g that the govern- 
ment uses torture and has 
ajj^PMsina te d opponents real or 
ffTregmad faaim and ootside 
Malawi, says: “Malawi foils 
this , test an tel counts except 
perhaps its adherence to ‘mar- 

. MrHhto again r e fe rred last 
l week to linkage between aid 
ar^i lignum rights. “Poverty 
does not justify torture, tyr- 
anny/ or economic incompe- 
tence," ha said. 

Malawi, ruled as a personal 
fitedam since independence in 
1964 by Dr Hastings Kamuzu 
Banda; president for life, 
received £43m in British aid 
last year. 


dOb InterTAN U.K. Ltd., Tandy Centre, Leamore Lane, 
a3a Walsall. WS2 7PS. For Further Information Dial 
100 And Ask For Freephone Tandy Computers. 
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use it. Our Business Print Stores and Dealers provide friendly 

and professional advice on aU aspecls of computer use. 


Foe farther in i o mitioo oo tte Tandy 1100 FD.scad to Tkndy Compoten. IntaTAN U JL Lid., Lenaore Laoe. Walsal WS2 7PS 

Name Position 


Company 

Address 

Postcode 


Please arrange a dem on str a tion | | 


FT 10/90 


TANDY 

COMPUTERS 


Problem Solved 


1 




LL 


Kevlar * and Nomex * ; 
Helping to increase 

motor racing safety 


FINANCIAL TIMES WEDNESDAY OCTOBER 10:19?Q 




It’s quite normal for Formula One racing 
cars and even rally cars to reach 200 km/h 
and sometimes well over 300 km/h. Clearly, 
the smallest technical defect or driver error 
at such speeds can have serious conse- 
quences, which makes driver protection and 
safety crucial. 

Racing drivers know this. They wear helmets 
reinforced with KEVLAR and protective 
overalls made from flame-resistant 
NOMEXDL 

Such precautions have already saved many 
a driver’s life. Press reports suggest, for 
example, that this is the case with former 
world champion driver Niki Lauda, as well 
as Nelson Piquet and Gerhard Berger. 
Homcx Ul - The superior flame- 
resistant formulation. 

In motor racing, spectacular accidents are, 
unfortunately, all too frequent And if a car 
catches fire, a few seconds can make the 
difference between life and death. 

A protective garment made from NOMEX ill 
can save a fife in this sudden, critical 
situation. This heat- and flame-resistant 
fabric provides protection against fire for an 
exceptionally long period. 

NOMEX III is a blend of NOMEX meta- 
aramkJ and KEVLAR para-aramid developed 
by Du Pont It has proven advantages over 
other heat- and flame-resistant textiles. This 
is mainly because the woven material does 
not break open even when exposed to flame, 
so that the skin is not directly exposed to 
the fire. 

Du Pont has subjected NOMEX ii) to 
numerous tests which confirm its excep- 
tional protective properties. A special 
manikin develops) by Du Pont known as 
the “Thermo-man*", is one of these. It is 
1.85 metres tail and has 122 sensors 
distributed over its entire surface to register 
temperature, quantifying pain thresholds 
and the critical point when bums first occur. 
The results have provided invaluable 
information for the development of safer 
protective clothing. 







NOMEX III can be developed to provide the 
degree of protection required for different 
risk situations. And with a special 
advantage: material made from this 
patented fibre blend is as much as 40% 
lighter than flame-retardant cotton for the 
same protective performance. In addition, 
NOMEX ill is resistant to most chemicals 
and does not melt 
What’s more, a protective garment 
made from NOMEX HI is a good invest- 
ment for another reason - its protective 
properties are permanent; even after 



Critical protective dotting 
applications. 

Firemen, policemen and industrial workers 
can all find themselves in potentially 
dangerous situations. Garments of 
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long periods of wear and repeated 
washing. It will last about six times as 
long as a garment of flame-retardant 
cotton. 

This is why public authorities and 
organisations are relying increasingly on 
clothing made from NOMEX ill. In the U.K. 
the majority of professional firemen are 
equipped with NOMEX III. So are an 
increasing number in Germany. In Italy, aH 
25,000 members of the national fire service 
are equipped with protective garments 
made from NOMEX lif. 

World rally champion with Kevlar, 

■■ KEVLAR makes many contributions to the 
increased safety of motor racing. For 
example, it is used to reinforce helmets, car 
body components and tyres. 

A burst tyre at high speed is a nightmare 
for any driver. Hours of driving combined 
with repeated heavy braking subject 
tyres to exceptionally heavy loads. 

Leading tyre manufacturers have there- 
fore adopted KEVLAR to reinforce their 
high-speed and other speciality tyres. 

Tyres reinforced with KEVLAR have 
numerous advantages: they are lighter, 
develop less heat and withstand greater 
loads. 

Mjchelln, Pirelli and Dunlop have been 


using KEVLAR for some years with consk 
derable success : most rally world 
championships in the past ten years as wed 
as the 1987, 1988 and 1989 Group C World 
Championships were won on tyres reinforced 
with KEVLAR 

The average motorist also benefits from. 
KEVLAR Not only in tyres, but also in brake 
pads, clutch linings, cylinder head gaskets 
and cooling system hoses, KEVLAR enhances 
safety and reliability. 

Kevlar “Hx" Series - 
The second generation. 

Several years ago, KEVLAR pioneered a new 
era in fibre technology. Never before had 
there been a fibre with so many outstanding 
qualities. KEVLAR is light strong, corrosion- 


proof, heat resistant seif-extinguishing, non- 
magnetic and electrically non-conductive. 
And it retains ail its useful properties from 
-40*0 to.+ 180 °C. 

Du Pont is now once again Setting standards 
in fibre technology with the KEVLAR “Hx” 
Series, which achieves significant perfor- 
mance improvements for specific ^plications. 
KEVLAR “Ht" has, for example, higher 
tmsHestieirath; KEVLAR "Hm^a higher.; 
modulus of elasticity ; and KEVLAR “Ha"- 
greater adhesion. KEVLAR “He" is available 
in other colours as well as the original 
yellow, white KEVLAR "Hp” is toil for 
optimising performance of sports equip- 
ment 
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Innovative technology naans 
progress. 

KEVLAR and NOMEX are produced by the 
Engineering Fiber Systems division of 
Du Pont which also developed TEFLON* 
TYVEK*, TYRAR* CORDURA* and high- 
strength Nylon. 

From house and home to air and space, 
these products have opened up new 
perspectives. 

Du Pont is one of the world's leading 
research-oriented companies, and currently 
employs more than 17,000 people in Europe 
alone. 


Du Pont de Nemours International SA 
Engineering Fiber Systems, P.0. Box 50, 
CH-1218 Geneva, Switzerland 

0« Post Engineering Filler Systems. 
Develop with ns, 

"Du Poofa WQMwifl trademark. 
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Friction likely as 
Brazil reopens 
bank debt talks 

By Simon Fisher In Rio de Janeiro and 
Stephen Heitor in London 


BRAZIL reopen s negotiations 
with creditor banks in New 
York today for the first time 
since it suspended payments 
on the developing world’s big- 
gest foreign debt in Jane 1989. 

Brazil has announced unilat- 
erally that the bank advisory 
committee representing credi- 
tors at the talks, which is led 
by Citicorp of the US, would be 
increased from 16 to 22 mem- 
bers. 

The move, which is expected 
by some bankers to lead to fric- 
tion at the start of the talks, is 
being Interpreted as an 
attempt to dilate the influence 
erf US banks. They have led the 
campaign to get Brazil to pay 
accumulated arrears to the 
banks, now estimated at more 
than $8bn (£4.1bn). 

The six new members of the 
committee are all European, 
three of them French. Yet 
French hewirK account for only 
about 6 per cent of the bank 
debt, while the Japanese - . 
with only two representatives 
an the committee - are owed 
about 20 per cent of the debt. 

Brazil had a total debt of 
$1 12.71m at the end of 1989, 
975J!bn of which is owed to pri- 
vate sources, according to the 
World Bank. It is seeking a 
substantial debt reduction to 
secure a definitive solution to 
its debt problem. It wants 
terms at least as favourable as 
those ag r eed with Mexico and 
Venezuela. 

While the possibility of 
releasing about $lbn in over- 
due payments for private com- 
pany debt deposited in the cen- 
tral bank has been left open, 
Rrayf? n a n ht the Han's share of 
public debt arrears to be r efit* - 
anced together with future 
payments. 

Mr Jorio Daoster, the chief 


debt negotiator, will repeat the 
message given to generally 
unsympathetic bankers at the 
International Monetary Fund/ 
World Bank meeting in Wash- 
ington two weeks ago, that 
debt payments must be limited 
to Brazil’s ability to pay. This 
has been reduced by toe Gulf 
crisis and the higher price paid 
for imported oil. 

After decades in which the 
in ternati on a l financial commu- 
nity complained of economic 
mismanagement in Brazil, the 
team will argue that banks 
cannot now have it both ways; 
the government’s Ear-reaching 
liberalisation programme will 
collapse if payments exceed 
Brazil's budget surplus. 

Together with now-familiar 
proposals to exchange old debt 
for new titles based on reduc- 
tion of capital or interest, or a 
combination of both, Mr Dans- 
ter will present a menu of defat- 
reduction proposals, expected 
to indude a formula whereby 
payments would increase In 
line with Brazil's economic 
recovery. 

However, the formula would 
also allow for payments to fall 
in line with external factors, 
such as higher odl prices, reces- 
sion in industrialised countries 
and a rise in international 
interest rates. 

The talks win run until Fri- 
day, when a new meeting will 
be arranged at which 
will reply to the Brazfllaa. pro- 
posals. 

• Brazil yesterday announced 
a 30 per cent salary rise for 
puttie employees — including 
civilian, military and retired 
personnel The increase, effec- 
tive from this month,- will 
reduce the Treasury surplus by 
about NCra40bn (£280m) a 
year. 




jota eases 
stand on 
extradition 


By Barite Kendall 

In Bogota 

PRESIDENT Cdsar GavMa of 
Colombia has offered guaran- 
tees to drug traffickers that 
they will not face extradition 
to the US . if . they ^urrender-tp 
authorities , and, voluntarily 
confess. 

A. trafficker who gives Mm- 
self up, and who confesses to 
any subsequent charges, can 
also earn a reduced sentence. 
The move, which follows an 
offer of mare lenient sentenc- 


ing to some traffickers last 
month, makes it possible for 
one judge to hear all the 
charges against a self-con- 
fessed trafficker and, if no sen- 
tence has been passed, to 
release him after one year. 

The new measure implies a 
significant softening of extradi- 
tion policy. None the less, Col- 
ombian authorities pushed, 
ahead with a carrot-and-stick 
policy toward the cocaine car- 
tel % simultaneously announ- 
cing the extradition to the 
US of the 21st suspected drug 
trafficker In the past 14 
months. 

Mr Jaime fflraldo, minister 
of justice, said the changes 
would help strengthen Colom- 
bia’s judicial system. No impor- 
tant drug trafficking figure Is 
on trial at present, and the 
main suspect in the case 
tovtriving the murder of Lib- 
eral presidential candidate 
Luis Carlos Galan recently 
walked out of jail wearing a 
false beard. 

Since the kidnap of Mr Fran- 
cisco Santos, news editor of the 
Bogota daily newspaper El 
Tiempo, the government has 
repeatedly denied rumours erf 
negotiations with the Medellfn 
cartel- A commission, of elder 
statesmen offered to mediate, 
saying an interchange of Ideas 
seemed more suitable than the 
use of kidnap as a weapon to 
the government into 


Mr Santos, as well as Ms 
Diana Torbay, daughter of a 
former president, and five 
other journalists are all 
assumed to be in traffickers’ 


Budget row 
hits Bush 
ratings 

By Peter Riddell, US Editor 
in Washington ' 

PRESIDENT George Bush’s 
approval rating has dropped 
sharply daring the current 
-budget crisis, although Amfoi- 
-can .voters -are elsoCQdtiod’h - 
Cohgress. "' AH 
. • Two 1 polls yestentoTArtiow 
approval of how Mr Bush is 
handling Iris job as president 
dropping to July levels,' before 
the Gulf crisis started. But the 
figures are still positive for 
tills stage of a presidency. 

A Washing£®a .Post/ABC 
News poll points to a decline 
in Hr Bush's approval rating 
over the past 'month from 75 to 
65 per coot, tire same figure as 
in July. A New York Times/ 
CBS News poll points to a 14 
point drop to 62 per emit since 
mid- August, although Iris rat- 
ing had already slipped .bade 
to 67 per cfeuttiy lata Septem- 
ber. This suggests that 
fears of a US reces- 
also have here a 



to the Wadring- 
only 14 per cent 
of voters Name Mr Bush spe- 
cifically forth* current budget 
situation* while 57 per cent 
blame Congren — split ah 
evenly between Democrats and 
Republicans - and 16 per cent 
say all are equally to blame. 

In tire New York Times poll, 
only 5 per cent single out Mr 
Bush; 32 per cent cite Con- 
while 54 per cent blame 
equally. 

The poDs indicate deep aaep- 
tidsm about Congress, but 
there Is no clear message for 
tire two parties ahead of the 
November 6 elections. 

However, in the Washington 
Post poll some 63 per cent 
thought there was a greater 
er that Republicans 

I go too for In helping the 
rich and cutting needed gov- 
ernment services than thought 
the De moc r ats would go too 
far in keeping costly govern- 
ment services Quit are waste- 
ful. 

By contrast, only about 38 
per cent took the reverse view 
and regarded Democratic poli- 
cies as a greater danger. 


Latin American leaders 
to hold two-day summit 

By Joe 11 shot In Caracas 


NINE Latin American 
presidents are scheduled to 
meet in Venezuela's capital 
tomorrow for two days of talks 
under the auspices of the Rio 
Group. . . 

The group is an informal 
consulting body that includes 
the governments of Argentina, 
Bratii, Colombia. Mexico. Peru. 
Uruguay, Venezuela, Ecuador 
and Chile. 

Mr Carlos Andrfis Peres, 
Venezuela’s president, said two 
of the main topics would be US 
president George Bush’s Enter- 
prise for tile Americas Initia- 
tive, aimed at exp and i ng trade 
and investment in the region, 
and the need for governments 


to achieve economic Integra 
tkm among themselves. 

The presidents will also 
examine other economic and 
political issues affecting Latin 
America, and the Caribbean. 
Diplomats organising the Cara- 
cas conference said there was 
no formal agenda and that the 
leaders would decide on topics 
to be considered. . 

Three working sessions, are 
scheduled, .and' the presidents 
will issue a joint declaration on 
Friday evening: 

In the past the group has 
discussed such Issues as 
regional integration and secu- 
rity, con trols o n the drugs 
t rp dft and ini-ini isip- 


Privatisation fears 



s very 



Progress is slow in a country where one in four employees works for the state, writes Leslie Crawford 


P RESIDENT Luis Alberto 
Lacalle erf Uruguay, who 
took office in Man*, is a 
fervent convert to the cause of 
privatisation In a country 
where most of the population 
remains opposed to the idea erf 
selling off state enterprises. 

This entrenched antagonism 
baffles Mr Lacalle. “All Uru- 
guayans complain about the 
public telephone service,’’ he 
says. “When you ask them 
whether they think a private 
company could do a better job, 
they say yes. But when, you 
then ask whether Antel [the 
state telecommunications com- 
pany] should be privatised, a 
majority say no." 

It is not that Uruguayans are 
irrational, he says, ft is just 
that they are very conserva- 
tive, and wary of change. 

Although privatisation fig- 
ured prominently in the pram- 
dent’s electoral platform, he 
knows he must proceed cau- 
tiously, not least because Uru- 
guay's complex electoral rules 
allowed him to win office with 
only 22 per cent of the national 
vote. 

The biggest fear is that pri- 
vatisation will lead to massive 
job layoffs in a country where 
one in four of the w o r k force 
(some 270,000 people) is 
employed by' the state. Though 
the pay is pom-, and most pub- 
lic employees take on extra 
jobs to make ends meet, they 
value the security of state 


employment. Under Uruguay's 
constitution it is Illegal to sack 
a civil servant unless be com- 
mits-a criminal offence. 

Mr Lacalle’s most vocal 
opponents axe Uruguay’s pow- 
erful trade unions. Using argu- 
ments that have almost disap- 
peared from the rest of Latin 
America, they accuse the presi- 
dent of jeopardising Uruguay's 
sovereignty by attempting to 
hand over key state services to 
foreign m ultinationals. 

The main left-wing opposi- 
tion alliance, Frente Amplio 
.'(Broad Front)-, is also against 
privatisation, although it 
agrees that the state sector 
needs to become more efficient. 
“What we are against," says 
retired general Liber SeregnL 
Frente Amplio's 73-year-old 
leader, “is privatising profits 
and socialising losses." 

Mr Seregni Is particularly 
critical of the way the govern- 
ment has set about reprivatis- 
ing four banks that were res- 
cued In 1987 on the brink orf 
cnjiapsp. Banco Comercaal, the 
biggest private bank In Uru- 
guay. Is expected to be sold to 
a consortium of foreign banks 
next month for a nominal sum 
of *l5m (£7.6m). The central 
hank has also agreed to take 
over Comerdal’s portfolio of 
bad debts. 

Mr Agustin de Urtubey, cen- 
tral bank vice-president, esti- 
mates the government spent 
|200m rescuing Banco Comer- 



wmgfat hetweai desire ftg efficiency and fob security^ 


dal and restoring it to finan- 
cial health. 

“We paid to get rid of it," he 
says. Brit the announced sale 
provoked a national scandal. 
Mr Enrique Braga, the finance 
minister, was hauled before 
Congress three times last 
month to wpbiw tire terms of 
the 

The furore over Banco Cam- 


erdal has given Mr Lacalle a 
foretaste at the problems that 
he ahead. Even within his ml- 
National Parte there' are 
of dissent. lUs is expec- 
ted to bog~;down legislation! hi 
Congress, and 1 nobody' in. or 
outride government even dares 
to predict when a privatisation - 
programme wfll begin in. ear- 
nest - - 


. One of the few men who 
. remain undaunted is Mr Can- 
xad6 Hughes, the budget and 
planning minister, who h as 
1 been drifted Uruguay^ "3niva- 
tisation. czar? byf fea press. 

- fi : He bias sent two bflle to Con- 
i'- -grass: one .which seeks to tib 
away with state monopolies in 
insurance, ’ telecommunica- 
tions, port services, ga m bling ; - 
cement and .alcohol refining. 
The other is a ' broad ."state - 
reform.’*^ hill which,' . among ■ 
other things, seeks-'to.gtye tine 
government a fine ham in the' , 
disposal of state ssseto- V 'ri*. 

Mr Hughes, who was’ in 
Britain in July studying bow 
various companies were priva- 
tised, .says mast af Uruguay’s 
15 state companies make a 
profit, but they are able to do 
so only because they are 
monopolies and can therefore 
fix pncea 

“Our ports,**, he says, 
“employ 5,000 workers, but 
Valparaiso in Chile moves 
three times more cargo with 
onlv 650 enmlovees." 

- He betteves that privatising 
certain, services and opening 
up other activities to private 
competition. Is the only way to 
rescue the country from its 

Alwnnte iIwoHtm* 

The country, baa barely 
recovered from a steep reces- 
sion in 1382 and 1383, rod over 
the past 10 years investment 
has been so low it has not been 
sufficient to compensate for 
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Freedcmi is.yourown laser printer. 


imagine having your own laser printer 
right an your desk. Professional looking 
letters, presentations arid documents 
emerging with just the barest whisper 
right m foout of you. 

Butwhai price freedom? Until now the 
cost of individual laser printing has 
been prohibitive. 

HP have now reduced the pride even 
further on the LaserJet HP. 

With a footprint no bigger than your 
intray and a price tag no bigger than 
. £1,199 e x c. yAT the revolutionary hew 
offering fr^Hewlettfackard puts laser 
print quality within everyone’s xeach. 

Fully compatible with most popular 
software arid other HP LaserJet pri n t er s, 
the' HP LaserJet IlP has superior text, 
graphies and outstanding reliability. - 

Add to tha£14 xnternal fonts, simple 
push-button control, multi-paper 
srze-capahflity, optional second input 
tray, arid upgradable 5328 k memory and 
you have a printer thatcan handle 
anything from a business letter to full 
JOT. And of course, it comes with our v 
one year on-site warranty. 


Call our enquiry secticai now on ‘ 
(0344) 369369 andwellsbpW you-hO 
theUP IaserifetUP can set youfree. J 
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TBHEn ^tontcfthe 

J535& nT«ane 300,000 pw- 

S^were driven into J ^ 

the 12 -year dictatorship that 

ended to 1885» 
robbed the country of most oi 
its best-qualified young profes- 
Antel is a key company that 
will be up far privatisation n 
Mr Hughes* legislation ntekes 
It th rough Congress. MS Rosa- 
do MedSro, Antal’s recently^ 
pointed president, sraysthe 
company nas only just 
ora mining various options 

with the World Bank and 
fo reign privatisation consul- 
tants. 

However, she is already, con- 
vinced that Antel needs private 
partners to double its current 
investment rate of $50m a year. 
There are 97,000 Uruguayans 
waiting for telephones. On 
average, they will have to w aft 
two years, but in the country- 
side ]5 years is not unheard of. 
Ms Medero says the state alone 
does not have the resources to 
meet this dema n d. _ 

f flro behoves the state will 
probably retain a large share 
in Ant»i, although it will leave 
the day -to-day administration 
to a private operator. She also 
places great store in the de- 
monopobsatkm of the telecom- 
munications sector, as tins will 
encourage private companies 
to urovide new services, stub 
t ransmiss ion. 
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Survey of foreign takeovers by British companies shows 30% fall fa value 

Slow growth hits expansion abroad 


BRITAIN IN 
BRIEF 


By Charles Leadbeater, Industrial Editor 


SLOWER economic growth 
may be taking its toll on Brit- 
ish companies’ plans Cor inter* 
national expansion through 
acquisitions, according to fig* 
ures released yesterday which 
show a 30 per cent fall In the 
value of foreign takeovers by 
British companies. 

The figures, compiled by 
KPMG Feat Marwick McLIn- 
tock, the accountants and man* 
agement consultants, show 
that British companies made 

44 deals worth $i4.4bn in the 
first nine months of year. 

In the same period last year 
British companies made 592 
acquisitions worth an esti* 
mated £20Atm. 

The estimates show that 


cross-harder acquisitions have 
been among the flrat casualties 
of higher interest rates and 
slower economic growth in the 
UK over the last year which 
has depressed industrial prof- 
its. 

Hie KPMG survey of cross 
border acquisitions suggests 
that British companies may 
have decided to forgo expan- 
sion overseas in favour of 

wiflintaiTring hi the 

UK. Recent business surveys 
have found that Industry 
intends to maintain its UK 
investment. 

The figures show that for the 
first time in recent years the 
UK has become a net seller of 
corporate assets. In the first 


Trim* months of this year 268 
British companies were bought 
by foreign groups in deals 
wrath $l&.7bn. 

In the same period last year 
236 British companies were 
snM to foreign purchasers for 
$lEL9bn. 

Britain’s entry into the KRM 
could prompt an Increase in 
the inflow of foreign invest- 
ment 

Mr Gerry Archer, h ead of 
corporate finance at KPMG 
said: "Our Joining the ERM is 
also Bkely to boost the UK’s 
attraction to both US and Japa- 
nese Investors looking for a 
foothold in Europe. We could 
t h u s see the contin uatio n of 
high levels of sales of UK com- 


panies at high values as fresh 
foreign Investment moves in.” 

The increase in foreign pur- 
chases in the UK stands in con- 
trast to the position of other 

EC economies such as France, 
Germany, Italy and the Nether- 
lands which have seen sales 
fall in the first nine months of 
the year. 

Toe survey shows that dur- 
ing the first iiizie months of the 
year the US took over from lie 
UK as the world’s leading cross 
border acquirer, with 266 deals 
worth tULSbn. 

Cross Border Deals Survey, 
available firm KPMG Peat 
Marwick McLintock, / Puddle 
Dock, Rlackfriars. London 
EC4V3PD. 


Government to go Ahead with £1.4bn cross-London rail link to ease capital’s congestio 

Tories show unease on transport policy 


By No Dawnay and Emma Tucker 

MR CECIL PARKINSON, the 
UK transport secretary, yester- 
day gave government approval 
for the proposed £1.4bn east- 
west “Croserail" train route 
across London. 

The nrrr>minfy»py>Tit i yww at 

the close of a Conservative 
Party annual conference 
debate that revealed 
deep-seated discontent among 
the Tory faithful at the state at 
thw nation's road and rail infra- 
structure. 

The rail project decision, 
along with a plan to spread 
council house ownership, came 
as the only major policy 
announcements on a low-key 
opening day in Bournemouth, 
on the En gHsh south coast. 

Around £200m has been allo- 
cated for initial studies into a 
new tunnel allowing British 
Rail's trains to traverse the 
capital between existing rail 
terminals at Paddington and 
Liverpool Street and relieve 
the co ngested Underground 
system. 

Mr Parkinson said the prqj- q_ 
ect - scheduled for completion 
within the decade - was a impn 
"massive undertaking:.*' It woul< 
would add substantially to don’s 
other transport modernisation tty. 1 
projects including the exten- tog fi 
sion of the existing Jubilee be qu 
Line and a £750m updating ai Son 
the Central Line, currently tablet 
under way. feren 

Together with other depla 



sense" that the government 
was against public transport 
when it was investing £6bn in 
the sector over the next three 


On the defensive : Cedi Parkinson yesterday. 

improvement schemes, these the government to address the 
would add 16 per cent to Lon- Issue of transport urgently, 
don’s public transport capac- Mr Jeremy Mindell, a local 
ity. The additional gains com- government councillor from 
ing from Crossradl had yet to London, won applause from 
be quantified, he said. the conference floor when he 

Some 94 motions had been criticised plans to build bagger 
tabled on transport at the con- 
ference with many openly 


motorways and better roads. 

In a defensive speech, Mr Par- 


deploring a perceived failure of kinsan said that it was “non- 


Even if rail capacity was 
doubled, it would stffl leave 85 
per cent of traffic to go by 
road, he said. The transport 
secretary went on to promise a 
tough new crackdown on Ille- 
gal parking an key roads, "red 
routes" to speed buses in city 
centres. 

Enabling bills to allow the 
eventual privatisation of the 
former Dock Labour Scheme 
ports would be ready within a 
year. Mr Parkinson also ream- 
firmed the government's 

long-term oonnnttmant to pri- 
vatise British Rail while 
noting that ft WOQld B0t be 
easy or rapid task. 

"The question is not about 
whether we should privatise it 
but about how and when," be 
said. Briefing reporters after 
his speech, Mr Parkinson - 
once a darling of the Tory sup- 
porters in the country - 
brushed aside the . conference’s 
downbeat reaction to his pro- 
posals for the sector. 

But Mr John Prescott, 
Labour’s transport spokesman, 
attacked his opponent for a 
"tired rmA uninspiring” perfor- 
mance aimed max at electoral 
considerations than at resolv- 
ing Britain’s transport prob- ' 

Iftnw- 



Chevron to 
sell 15% in 
North Sea 

Chevron, the US oil company, . 
has pat about lb pee cent of 
its North Sea assets up for 


Ike packa ge represents one 
of the biggest sales of North 
Sea properties since British 
Petroleum sold some of its 
North Sea assets to Oryx 
Energy of the US last year. 

However, analysts differed 
widely in the likely value at 
the total assets, with e st im a t e s 
ranging from £100m-£350Sn. 
The package accounts for some 
33m barrels of oQ in producing 
fields, about 15 per cent of 
Chevron’s North Sea reserves 
under production. It 
represents total reserves, 
excluding exploration 
potential, of over 100m barrels 
of oil equivalent 

The sale will reduce 
Chevron’s Neath Sea ou tp u t 

from 84,000 b/d to 63,000 bf 
d. Chevron UK said it wanted 
to sell interests where it was 
not operator in order to __ 
concentrate on its core North 


House prices on 
the rise 

House prices rose nationally 
In September for the first time 
for three months, according 
to a survey by Halifax Bnflding 
Society. 

In spite of the rise of <L5 per 
cent in the month, house 
prices were still 0.5 per cent 
lower than in September last 
year. Although Halifax said 
it appeared that the market 
had bottomed out, it found "no 
strong evidence” of an upturn 
in the near future. 

The society said that If last 
week's cut in interest rates 
was followed by further cuts 
to 12 or U percent, house 
prices might rise by 5 per cent 
by the end of next year. 


English for 
East Europe 

A campaign to persuade 300 
British companies to sponsor 
English lessons for Eastern 
Europeans has been launched 
by the English Speaking 
Union. 

The arganfcntkm plans to 
open new branches in Poland, 
Hungary and Yugoslavia in 
January, and one in Estonia 
soon after. 

David Hicks, 

director-general of the ESU, 
which aims to promote 
international fr iendship 
through the English language, 
tiw rev otatiana fa fadwn 
Europe triggered the new 


Co-operative 

merger 

Co-operative Retafl Services, 

the retail arm of the 
Co-operative wholesale and 
retail organisation, is to merge 
with the Cambridge 
Cooperative Society. 

Over the last 20 years, CSS 

has hel ped f migniing tn thft 
fragmented co-operative 

movement by merging with 
about 180 regional societies. 

The Cambridge Society, 
which has a turnover of about 


Cambridge Society food stores 

wiU be changed to the Leos 

format, whichis being heavily 

attempt to propel it into »e 
front ranks of food retailers. 

Free EC arts 
market urged 

Tight EC controls on the 
movement of national 
treasures would create® 
damaging Mack market in 


John Redwood warned. 
Ha nn|i! the Community 


in guch treasures despite fears 


that thrir national heritage 
would be plundered by their 
northern neighbours when 
RC borders disappear after 
1992. Common Market rules 
currently allow national 
g overn ments to Impose 
w ha tever trade restrictions 
they like cm national treasure. 


Ofgas accuses 
British Gas 

British Gas was yesterday 
accused by the Office of Gas 
Supply (Ofgas), Us regulatory 


Greenwich £lbn development plan 


BladaraH Tunnel 1 | Royal Victoria Dock 



Plans for a £Um development an a 296-acre gfia on Greenwich 
Peninsula where the Royal Naval College is situated, in London's 
docklands, hove been submitted. The site, owned by British Gas, 
which Is to be known as Part Greenwich* wlH be developed by its 
subsidiary. Port Greenwich Ltd, in what la planned to be a Joint 
venture with British Urban Development, the consortium of U 
property developers founded In 1888 to implement Mrs Thatch- 
er’s plans for the h™* dtiesJThe consortium dismissed as 
"totally untrue" jfrftns in the press that the project wasa "dead 
duck” and that BUD was to be "qtdefiy wound down". 


body, ofhoardmgupto Ufa 
thorns ofgas reserves... ... . 

Mr James McKinnon, Ofgas 
director-general,' said that ' 
British Gas, tyhich has the 
contract to buy most oftbe 
gas from the North Sea, was - 
stockpiling supplies 15 times 
greater twin those available ” 
in the open market 
H British Ges continue* to ' 
stockpile, said MtMbKhmog, t 
the market will be suddenly 

flooded when alternative -. 
sources of supply come / -’J 

onstreamin 1993. 

Industry and ' 
the ERM 

Mr Peter LfHey, the trade red 

Industry secretary, attempted 

to reassure industrialists tint 

tftrir businesses would not 
beendangered by sterling's - 
entry into the exch ang e rate 
mechanism of the European 
Monetary System, at the 
Conservativ e Par ty conference 
in Bournemouth. . 

In a speech which won hint 
the first standing ovation of 
the conference,- he said that ' 
the current economic - 
slowdown would not be 
“anything like as severe as 
the recession of the early 
Eighties”. - 


Saatchi libel 
case verdict 

Two former creative 
consultants of Saatchi & 

Saatchi, one of London's 


have won a libel action against 
Mr Paul Arden, SaatchTs 
creative director. 

Mr Philip Mason and MS Rite 
Dempsey have received 
substantial undisclosed 
damages and an apology from 
Mr Arden m the High Court 
over remarks he made about 
them last autumn in an article 
in Campaign, the advertising 
industry trade magazine, 

French finance 
journal shuts 

Financial Weekly, the business 
and finance magazine, has 

become a casualty of the 

advertising recession and is 
to cease publication. 

The magazine, which is 
owned by (frmroe Expansion, 
the French publishing 
company, has ag<jg©iafaf ’ 
Robson Rhodes as its 
liquidators. 
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Japan link-up seen as good indicator 

Laura Ashley 
breaks even and 
omits dividend 


By John Thornhill 

LAURA ASHLEY, the Crocks, 
fabrics and fur nishing s retailer 
which has been hit hard by the 
consumer spending squeeze, 
saw profits fall 95 per cent in 
the first half of the year and 
passed its interim dividend. 

The company, whhdi two 
weeks ago revealed a drastic 
paring back of its manufactur- 
ing interests with the loss of 
1.000 jobs, recorded pre-tax 
profits of £317,000 in the 26 
weeks to July 28 compared 
with £6.53m last time. The 
company also suggested that 
there would not be a great 
improvement in profits for the 
full year and shares fell 3p to 
62p at the close. 

Mr Andrew Hlgginson, the 
recently-installed finance direc- 
tor, said: “This half year was a 
very painful one for the com- 
pany. its employees and its 
shareholders. But we believe 
that we now have very firm 
foundations for future 
growth." 

The company pointed to a 30 
per cent increase in sales to 
vi 73 07m, its rigorous rational- 
isation programme and a pro- 
posed link-up with the Japa- 


nese Aeon Group as healthy 
indicators for the future. 

Laura Ashley is continuing 
to cut its non-core interests In 
an attempt to strengthen its 
financial position. 

In the half year, the com- 
pany sold its Fenhaligon’s per- 
fume business to The Limited, 
the US retailing company, 
resulting in an extraordinary 
gain of £4 .8m. 

It also indicated yesterday 
that it was to close its eight 
Units franchises in the second 
half and was looking to sell its 
Bryant knitwear manufactur- 
ing company and the San- 
dringham leather goods busi- 
ness. 

Operating profits in the first 
half fell by 17 per cent to 
£7J39m from £8.88m as the com- 
pany suffered from tough 
retailing conditions and 
escalating costs. 

But all the company’s geo- 
graphical divisions recorded 
like-fbr-Eke sales growth and 
its operations in continental 
Europe and Japan proved espe- 
cially buoyant 
Comment, Page 24 


Searching for a new owner in the corridors of power 

Richard Evans on the collapse of the plan to develop the former homerof the Greater London Council 


T HE ghosts of the farmer 
leaders of London's city 
government must be 
fooling same grim satisfaction 
today as another attempt to 
ensure a permanent change of 
use for County Hall comes to 
no thin g 

The saga of County Hall, the 
imposing neo-classical building 
facing the Houses of Parlia- 
ment across the River Thames, 
has been long and complex, 
comparable to a television soap 
opera, with its own cast of 
heroes and villains. 

Now. with the collapse of the 
redevelopment plan following 
the calling in of a receiver by 
County Hall Development 
Group, the Anglo-Japanese 
consortium which was due to 
buy the property for £l85m, the 
writing of the concluding chap- 
ter seems as far away as ever. 

As the home of London gov- 
ernment, first of all under the 
London County Council and 
then for 22 years under the 
Greater London Council (GLC), 
it became the flagship for all 
local government. Latterly, 
under the aggressive, left-wing 
Labour Party leadership of Mr 
Ken Livingstone, it became a 
thorn in the side of Mrs 
Thatcher’s government. 

After a series of increasingly 
angry rows, she decided the 
only answer was abolition of 
the GLC and the other metro- 
politan counties, which were 
not surprisingly Labour-con- 



London’s County Wail, at the centre of fierce debate, and standing opposite the Houses of Parliament 


trolled. Since April 1, 1966 Lon- 
don has been the only major 
capital in the developed world 
without its own government 

It fell to the London Residual 
Body to sefi off the remaining 
assets of the GLC after Us abo- 
lition, and from the start 
County Hall, as well as being 
the jewel in the crown, proved 
to be the hardest to off-load. 

Apart from its size - the 
planned 400-room hotel, busi- 
ness centre and residential 
complex would be one of the 
biggest postwar developments 
imHartMteftn in central London 
- there was always fierce 
political opposition to any 
alternative use, both from the 
Labour Party nationally and 
from Lambeth, the Labour-con- 


trolled local borough- 
plans to market the site for 
re-development were launched 
by the LBB late in 1966, but it 
txyQir until June, 1988 befo re 12 
consortia were ready with pro- 
posals. County Hall Develop - 
ment Group, urmfe up primar- 
ily of London and 
Metropolitan, New Engl a n d 
Properties, Lazard Brothers 
and TR Property Investment 
Trust, was chosen from a 


shortlist in June, 1988, and con- 
tracts were exchanged in the 
following December. 

Following spoiling tactics by 
Lambeth Council, a public 
inquiry, held from September 5 
to November 6, 1980, accepted 
most of the development pro- 
posals, but the inspector critic- 
ised the height of the Belve- 
dere office block planned 
behind t he i n*}" County Hall 
building on those grounds 


The collapse of the County Hall sale yesterday trig g ered tee 
suspension of shares In London & Metropolitan, writes Vanessa 
Honlder. The appoi ntment of receivers at County Hall Develop- 
ment Group ha« had a “material impact" an the company^ 
refinancing talks, which have been taking place over the past 
three weeks, the company said yesterday. In a ddition to a £2.2 m 
Investm e n t in GHDG, TAM may lose a £L6m bank g a arantea . 


Auto glass is the leading automotive glass 
replacement business in the whole of Europe. 

Being mindful of 1992, Autoglass wanted to 
increase their European presence by expanding 
their successful UK operation throughout the 
Continent. A deal was put together by their 


holding company bo sell its building glass subsid- 
iary to a French company and use the money to 
fund Autoglass’ expansion throughout Europe. 


mentation of the company's European strategy. 

Proof that when it comes to the complex- 
ities of cross-border taxation, there's one firm 


Using our pan-European network, we were that doesn’t glaze over at the challenge. 


able to devise a tax structure that successfully 
addressed the tax issues arising from the imple- 


ARTHUR ANDERSEN TAX AND LAW* CONSULTANTS 

(*Jb roumrt— «hn prtfailnal regulations ponu.) 


a Arthur 

Andersen 

A8XHUR ANDERSEN -tc GO, &C 


rejected the application. The 
Envir onmen t Secretary with- 
drew permission for a 
go-ahead, but gave tee opportu- 
nity far revised plans to be put 

forward. 

This presented the develop- 
ers with big problems, as meet- 
ing the inspector's criticisms 
would involve less space and 
reduce the profitability of the 
whole scheme. In, addition, 
there was by this time a 
severely depressed property 
maritet and a difficult financial 
market in which to raise fund- 

^dOowtug the planning per- 
mission rejection, tee cansoar- 
tiiiwi was lmahle to meet the 
original October 1 deadline for 
the and went to the LBB 


with a new ofllsr - 

to be to buy County Hafl for 
around the original price. 

The LRB, charged with max- 
imising tee return worn 
County Hall mi behalf of Lon- 
don’s rateptyers, refused, and 
tee Coonty'iHall Development 
Group announced It was call- 
ing in a receiver. The consor- 
tium's shareholders are expec- 
ted to lose ui to £50m. 

The key[ question that 
remains unspswered is what 
now happensto County Hall? 
Sir Godfrey Faylor, c hairman 
of the LRB, 'paid he greatly 
regretted tint CHDG was 
unable to ftdfl the contract it 
bad willingly Altered into, and 
he would be talking to the 
receiver aboutjthe next steps. 
A legal notice las been served 
cm the coosortkm by the LRB 
to complete teerate by October 
24. I 

It Madras tml^ely that these 
talks will be ifoductive, but 
the LRB intendsto press ahead 
with the sale oj County Hall, 
and a spokesmai said yester- 
day that it wa^ optimistic of 


Time is not niyr on its side, 
however, the state of the 
p ro pe rty market vfil not help. 
With, a general elation now cm 
the horizon aid Labour 
pledged to return sane form of 
r/-mrinn g ov er nm ent to County 
pall, Mrs Thatch^ 1 will be 
more anxioof than ever to see 
an early satej 



TV chiefs appeal 
for change in law 
on broadcasting 


By Raymond Snoddy 

The government was urged to 

think again on three broadcast- 
ing issues — impartiality, own- 
ership of Independent Televi- 
sion News and arrangements 
for maintaining an ITV net- 
work, by Mr Richard Dram, 
chief executive of Thames Trie- 
yrnfam and chai rman of the ITV 
Association. 

“There are now great uncer- 
tainties about rnrs £6Um news 
service, about IT V's £45Gm net- 
working arrangements and 
about the statutory require- 
ments for impartiality a cross a 
wide range of its programmes, 
with very si gnifi cant cost 

frnpHcBtionn, let alone editorial 

ones”, Mr Dunn told the FT 
conference in London. 

Mr Dunn warned that pres- 
ent proposals on impartiality, 
where Ww «e would have to 
be achieved an every individ- 
ual issue, would not only have 
a stultifying eff ect o n pro- 
grammes but that “programme 
makers and broadcast profes- 
sionals may decline to be part 
off such a reg ime". 

The ITV executive also 
appealed to the House of Lords 
which began examining the 
report stage off the Broadcast- 
ing Bffl yesterday to reconsider 

the clause that forces a dis- 
posal off SL per cent of Indepen- 
dent Television News shares. 

The government, ha said, 
was potting at risk a stable 
mid securely funded indepen- 
dent news sendee to compete 
with tee BBC. - 

. Mr Dunn also criti c ised the 

FT 

CONFERENCE 

INVESTMENT 
OPPORTUNITIES IN 
BROADCASTING 

Office of Fair Trading rate in 
supervising the ITV network 
arrangements. 

If the OFT had a major role 
“and market forces are to rip 
through the networking 
arrangements all bets are off 
and all bidders better go back 
to the drawing-board”, he said. 

Lord Thomson of Monifieth, 
a forma: chairman of the Inde- 
pendent Broadcasting Author- 
ity, said the impartiality rules 
were being seen as the most 
ftmAwnm i ^I thnwt to tea qual- 
ity of current affairs broadcast- 
ing in this country and some- 
thing that could lead to bland, 
timid, safe broadcasting. 

They represent a surrender 
by the Home Office to pressure 
from a group of right-wing poli- 
ticians whose declared concern 
about left-wing bias In broad- 
casting puts the problem in a 
false perspective’*. Lord Thom- 
son 

Ur James Lee, a director of 
tee Boston Consulting Group, 
who chaired yesterdays’s con- 
ference, declared that not only 
would television become a 
more. European gawu* but also 
a game played and won by the 
fate players. 

*Even the largest of the ITV 
companies will prove to be too 
small to compete in Europe in 
their existing form”, Ur Lee 

Mill, 

The ITV or Channel 8 compa- 
nies as they will be known win 
need to change radically dur- 
ing tee 1990s and find a new 
rdla One possibility for them 



would be to^un channels on 
the second orthlrd Astra satel- 
lite, tire satdite system that 
broadcasts S3c Television. 

Mr David ffemble, a senior 
tfirector of thtPA Consulting 
Group, said tfyt most of the 
ITV oompaniescould afford to 
pay out more ban their cur- 
rent revenues in a cash bid 
over the 10-yearamchise with- 
out having to farrow money. 
Together, the ij ITV compa- 
nies could affotfjto pay a total 
off £2bn overtire period and 
still be a goodnvestment com- 
pared with othr corporations. 

In general he highest bid 
would win, espite rules on 

r jty, becaua no serious bidr 
was Hkelyto progress to a 
programme scedule of signifi- 
cantly d iffer en quality to the 
existing ITV soedule. 

Mr Brace Firman, chairman 
of Fireman Bee, a venture 
capital group, ad a veteran off 
the last franchie round, pre- 
dicted that the* will not he 
much competitan for fran- 
chises this time. lafional com- 
panies in relate Industries 
such as musk: an film would 
wait until the frachise affair 
was over before zaking their 
moves. 

Venture capltidsts would 
only come into tfe television 
sector if prospectre manage- 
ments showed rel financial 
commitment 

Mr John Blackmre, be«d of 
media buying atidvertising 
agency Ogflvy & lather, fore- 
cast that despite ts current 
economic problems the adver- 
tising industry hndwagon 
would start to rol again. *T 
behave that on aveage across 
this decade total ependiture 
on advertising will icrease by 
an avoage off 9 pet cent per 
annum,” Mr Blackmre said. 

This would mean£i8bn a 
year by the year 200 - just 
over double the preset expen- 
diture. 

Grass income to the ommer- 
dal television companies from 
sport advertising wouk stow 
from just over £2J2bn neat sear 
to almost £6tm by the eaiof 
the decade. In the «amg peipd 
gross radio advertising ree- 
nue would rise from £158m\o 
£409m. 

• Representatives of 4 
Britain’s television chat 
nete will today try to persuad 
pears to reject controversy 
new government rules on 
impartiality in broadcasting. 

In a rare show off common 
opposition to the government 
proposals as currently drafted, 
the meeting will be addressed 
by Mr Michael Grade, chief 
executive of Channel 4. Mr 
Richard Dunn, and Mr John 
Birt, deputy director-general off 
the BBC. 

The lords are expected to 
reach the contr o versial amend- 
ment tomorrow during the 
report stage of the Broadcast- 
ing BflL 

Broadcasters are complain- 
ing of proposals that will 
require tea Independent Televi- 
sion Commission, the body 
that will replace tire IBA. to 
draw up a code defining 'due 
impartiality” in- terms off indi- 
vidual issues and specifying 
tee prominence to be given to 
balancing programmes or 
jtoQS- 

Ministers are already indie- 
attng a willingness to look 
again at the controversial 
clause. 

Channel 4 in a briefing paper 
far peers said that the wording 
on individual issues would 
"result in nothing more than 
tit for tat television.* 
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After three years of 


liberalising economic 


and political reforms. 


Taiwan is facing an 
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wito a democratic noxi-Commn- 
nfct China - a development 
wUCb la unlikely to come 
•boot in the short Has scales 
of businessmen's corporate 

flaw 

However, the KMT govern- 
neat is responding to tbs bud- 
OKs and other pressures with 
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China: Policy towards 
Peking 

Foralgn policy 

Profile: The minister for 

economic affairs 3 
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Taiwanese must shortly resolve 


thei^ relations with China as well 


as what kind of economy and 


society they want, says John Elliott 


Choices must 
be made 
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ONE OF Asia’s most vibrant 
economies of the i980e is fac- 
ing an identity crisis. Forty- 
one yean after fiartmiT fThfang 
Kai-Shek fled from China’s 
Communist ' regime and 
founded the modem Taiwan, 

this thriving Island ]rw-p+t>t\ 1(M 

mflesoff the Gtonsemudnland 

has raaflhwt turning pnfrrtn on 

important . political and eco- 
nomic issues. 

The direction that Taiwan 
takes during what is popularly 
known as a “period of tearad- 
tiou” will dictateits future. 

id willfy awTrfwnniii qf contin- 
ued economic success, based 
on wide-ranging pcfitSeal and 

Mm w mfe H^pwlwwtinn pnHrfpg 

started three years ago. 

One Issue at stake conc erns 
the island's relations with. 
Raking, which it does not ofS- 
ctally recognise. BaphHy devel- 
oping rndirpet h nsipwa «md 
often- ties, phlS gr owi n g ttemntv 
racy in Taiwan, . anslrafldliig 
up irresistible political pres- 
sures for relationships with 
Peking to be clarified. _ 

Of more immediate impor- 
tance is the econo my of the 
falanri , which- has ng»l« ftnelf 
the wodd's 13tlj largest trading 
nation . even finoj^ it Is not 
inlomdionanyTBoogniied as a 
sovereign state.Now its popu- 
lation. of only 20m has to 


de cide whether it wants to 
ma i nta i n Chinese traditions of 
hard work and eatrenreneur- 
«Mp, or follow the other Chi- 
nese erase - gambling - and 
perpetuate a declining work 


Future identity end continued economic prosperity are at stake for Taiwanese 


Economic growth is down to 
4-5 per cent or less rids year 
fallowing a stock market crash 
in recent months which 
broug ht the Taipei exchange 
index tmnhhng by 70 per cent 

Vincent Slew. Minister for 

Economic Affairs, says that the 

country is in for a couple of 
"difficult years'*. That was 
before the go vernmen t had had 
tinn> to the likely dam 
age caused by the Golf crisis 
which is seriously worsening 
economic prospects. Bankers 
fear that fine could be a spate 

Of fhti mrial anA InAmdrial cot 

lapses if sharply rising petrol 
prices and other-effects of the 
Gulf bite hard on the economy. 

' “The days of reckoning have 
come after aperiod when we 
lived in an Hmstve state with 
lack of proper monetary and 
fiscal policies- We are having a 
good hangover,” says Douglas 
Hsu. president of Far Eastern 
Textiles, one of Tehran’s larg- 
est Himpmlai. 

“We got lost for three years 
with structural growth that 
was not healthy because peo- 


ple went into the money gamp 
Which T TnArminpH than- atti- 
tudes to work.” says Slew. 
“Now people are applying 
again for jobs and we have put 
our car back on the right 
track”. 

The problems have stemmed 
from Taiwan’s huge economic 
success. It has had a growth 
rate averaging 9 per cent for 
nearly 30 years and has accu- 
mulated foreign exchange 
reserves topping US$74bn at 
their peak. 

This generated huge 
a mount s of money for gamm- 
ing os Taipei’s casino-style 
stock exchange. The ability to 
tnaiw quick fortunes seriously 
AmmgBd the traditional work 
ethic and, along with other fac- 
tors, has deterred industrial 
investment. 

Law and order d et erio rat ed 
during this period and the gov- 
ernment failed to respond 
effective ly with authority to a 
wide r ange o f social and eco- 
nomic issues. 

These events exposed the 

^l l Or t CT^ in gH |]f fl. ■xmrii^mFty 

whose success has been based 


on a mixture of basic Chinese 

Culture, plUS tnflniwn of 

Japan, which ruled from 1896 
to 1945. and the US, which sub- 
sequently had close links. This 
mix has not provided the estab- 
lished traditions «nd self-confi- 
dence needed to enable the 
i«inwH to survive through diffi- 
cult times. 

The c ur r ent situation would 
he far worse if it were not for a 
new tough prime minister who 
was appointed in May by Presi- 
dent Lee Teng-Hui. He is Han 
FeirTsim, a 71-year-old main- 
lander, who became defence 
minister last year, having been 
a four star general for many 
years, chief a? the general staff, 
and a feared power behind the 
throne of tile Kuomlntang 

cram 

Han has brought to Taiwan’s 
political leadership some of the 
administrative authority and 
effectiveness of a military 
regime. Such soreness of touch 
had been lacking since martial 
law was lifted and multi-party 
demo cracy introduced three 
years ago. 

Despite initial strong opposi- 


tion to his appointment, Hsu is 
immensely popular, beating 
even the Taiwanes&boxn Presf 
dant Lee in the opinion polls 
with an 88 per cent approval 
rating flg is hrlng te y rimpU 
straightforward authority and 
government to a people who 
have shown an inability during 
the past three years to cqpe 
with the sudden rush of untold 
freedoms and wealth. 

“Premier Hau is certainly 
the light mwn at the ri ght tim* 
to re-ifistm disdpHne and val- 
ues,” says Hsu. echoing the 
general relief felt by the busi- 
ness community. 

But there Is concern about 
how long the premier's popular 
honeymoon last, wig gen- 
eral law and order theme is 
widely welcomed, but he may 
eventually go too &r because 
he basically behfives in old val- 
ues and the KMT’s absolute 
right to rale - attitudes which 
are out of time with the afflu- 
ent Taiwan of the past few 
years. 

fVi tnpUrgttng these ftennnmir 

and social issues is the uncer- 
tainty caused by Taiwan's tor- 


tuous relationship with 


Officially, Taiwan’s KMT 
government still claims to be 
the rightful government of all 
China. Peking on the other 
hand regards Taiwan as a 
recalcitrant province which 
must one day return fully to 
Chinese sovereignty, prefera- 
bly around *>w> time tn«t the 
RHBah ami Portug es e territo- 
ries of Hong Kong and Macao 
return in 1997 and 1999. 

But there Is enormous pres- 
sure within Taiwan for the 
relationship to he clarified 
quickly so that growing busi- 
ness links, which at present 
axe formally conducted on an 
indirect basis, can be carried 
out directly. This has become 
my of the most talked about 
fa Taiwan as the island 
searches for an Identity to give 
it security. 

Businessmen have a dream 
of Taiwan playing a major role 
in the development of China’s 

wnmrtnl regions, similar to that 

played in the south by Hong 
Kong. But the KMT still 
dreams of reuniting Taiwan 


_ secretary 

of a government committee 
hamViny j p^jairf policy. SSyS 

the president wants to 
“achieve national unity on 
moves towards reunification”. 
Ma also acknowledges that 
there la a "more relaxed 
approach” being adopted 
towards the KMT’s “three 
noes” policy which bans con- 
tacts, negotiations and compro- 
mise with Peking. 

However. Peking has felled 
to respond constructively to 
these nervous olive branches. 
Its tactic seems to be to sit 
back and wait for Taiwan to be 
poshed by its own internal 
pressures Into making more 
and more concessions. 

It also seems to suspect that 
there is eni a «ignifi«mt body 
cf opinion in Taiwan which 
wants to formalise the island’s 
de facto independence and 
break away for ever. There is. 
however, little evidence of 
Taiwan's vocal but small inde- 
pendence movement gaining 

ground — rtwng h ft could do 

so later if the government foils 
to solve the island's fundamen- 
tal identity problems. 

The stand-off between 
Peking and Taipei is bedevill- 
ing Taiwan's att empts to gain 
intAwi»Hwnai diplomatic recog- 
nition. Last year it generated a 
lot of publicity when it gained 
full recognition from small 
H umi r i M such as Grenada. But 
Peking has hit bade by gradu- 
ally wooing three of Taiwan’s 
most significant international 
allies - Saudi Arabia, South 
Korea Sing apore 

Behind aUthis is growing 
rivalry between the old Tai- 
wanese, who were already on 
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the island before Chlang Kai- 
Shek arrived with between 
1.5m and 2ra followers in 1919. 
and the mainianders who came 
after them. 

The majority Taiwanese 
have been gaining in influence 
and power, especially since 
President Lee took office early 
in 1988, and there are power 
struggles within the ruling 
Kuomlntang between these 
people and both first and sec- 
ond generation malnlanders. 

These power struggles 
emerged in public just before 
President Lee was elected in 
June. At that time Hau, then 
the Defence Minister, lined up 
with an anti-Lee faction. But 
the president responded deftly 
to these challenges after his 
election by making Hau the 
primp minister. 

This assuaged some of the 
old mainland feeling and pro- 
vided the government with its 
new law and order theme. The 
move has bought the govern- 
ment time - but the basic 
questions about the future of 
the economy and relations 
with China need to be resolved. 
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TAIWAN’S Legislative Yuan, 
tne _ country's parliament, 
received a security-minded 
race-lift when it reopened for 
its 88th session last month , ft 
has been the scene of violent 
demonstrations in the past 
couple of years. 

Portable microphones, often 
used as weapons by an gr y leg- 
islators, were removed. Bullet 
proof screens were erected on 
the edge of a public balcony, 
which had often been used as a 
platform by protestors. 
Entrances for press, public and 
members were segregated and 
equipped with electronic 
checks. 

It was all in t una with the 
law and order image of Hau 

Pei-Tsun, the new prime minis- 
ter. But it failed: the basically 
unsettled and turbulent nature 
of Taiwan politics burst to the 
surface on the opening day. 
Members of the main opposi- 
tion party, the Democratic Pro- 
gressive Party, demonstrated 
noisily before walking out after 
one of them had squirted water 
at the elderly Speaker, Tiang 
Su-Yung, a senior member of 
the ruling Kuomintang CKMT) 
party. 

“The DPP members are 
doing some thing fatal to their 
own party because their action 
won't be accepted by the pub- 
lic," says Liang, voicing estab- 
lishment hopes that the dem- 
onstrations would subside and 
allow parliamentary business 
to proceed. Only two or three 
bills were passed In the Last 
session and there are now 300 
waiting to be processed, includ- 
ing about 50 urgent measures 
dealing with issues such as 
labour laws, financial markets 
and pollution control. 

But, as the DPP members 
know, the real political future 
of Taiwan is not being fought 
out in the rowdy and unruly 
parliamentary chamber, but 
among the members of the 
KMT. The party has split dur- 
ing tb** past year increas- 
ingly complex factions. 

The primary issue at stake is 
how far and fast Taiwan 
should move on constitutional 
reform and how this links in 
with the KMT’s constitutional 
insistence that it has contin- 
ued to be the legitimate gov- 
ernment of all China since 
modem Taiwan as formed in 
1949. 

“We want to move ahead on 
democratic reforms, bnt we 
also want to maintain the legit- 
imate status of representing 
the whole of China,” says 
James Chu, the KMT spokes- 
man. Chu acknowledges that 
people who want to slow down 
democratic reforms can play 
this China card to block prog- 
ress. 



Hail Pei-Tsun: law and order Image 

POLITICS 

Future held up 
by the past 


President Lee Teng-Hui, who 
is believed to favour substan- 
tial democratic reforms in prin- 
ciple, has himself said that 
Taiwan’s long-term stance 
towards China could he 
affected. He has to be particu- 
larly careful because, unlike 
the old-guard KMT leaders 
from the mainland, he was 
born in Taiwan and is 
rumoured in both Taipei and 
Peking to have indicated past 
interest in Taiwan indepen- 
dence. 

The problem stems from 
Taiwan's current constitution, 
which maintains the fiction 
that the government has all- 
China status. About half the 
Legislative Yuan's 252 mem- 
bers were elected on the main- 
land before 1949, and the 
National Assembly, which 
elects the president, is domi- 
nated by Old mainland mem- 
bos. 

This is flushing out perhaps 
the most important long-term 
battle of all - the future power 
within the KMT between, on 
the one hand the mainlanders 
and their offspring and, on the 
other, the native Taiwanese. 
Although both groups are eth- 
nic Chinese, the looming split 
between them has some of the 
hallmarks of rfmdwa seen else- 
where in Asia between differ- 
ent ethnic groups and could 


cause wider social tensions 
later. 

wi thin the KMT, the presi- 
dent represents the Taiwanese 
while Han, the prime minister, 
is one of the mainland elders. 
Hau was chosen by the presi- 
dent because of his back- 
ground to placate the main- 
landers during the period of 
democratic reform. There have 
not so far been open clashes 
between the two men, both of 
whom need each other, bnt 
problems could develop. There 
are four main areas of demo- 
cratic reform muter filfir-nagiCTi' 

• The first, which until 
recently was the most explo- 
sive, involves the retirement of 
the p re-1949 mainland- elected 
elders of whom about 120 are 
now left In the Legislative 
Yuan and a much larger total 
of at least 600-plus in the 
National Assembly. Their exis- 
tence has drastically reduced 
the effectiveness of Taiwan- 
elected members, especially 
the DPP. 

The supreme court has 
decreed that all the elders 
must retire by the end of next 
year and they have reluctantly 
agreed to do so. The DPP 
wants them to go Him year, but 
this is not a live political issue. 

• The most emotive issue 
now is how the president 
should be elected. President 
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Lee’s current term ends in 1995 
and he has said that the elec- 
tion should be by the Taiwan- 
ese people. But he has shied 
away from meeting DPP 
demands that this should 
involve a popular vote because 
that would exclude any pro 
tence of covering mainland 

China. 

Some form of indirect poll 
therefore seems inevitable. It is 
Utely to be through an elec- 
toral college, possibly the 
National Assembly which, 
when shorn of its elders, would 
be dominated by people repre- 
senting Taiwan constituencies. 

But to continue the all-China 
theme, some special category 
of general members is likely to 
be invented. Liang favours a 
new category of people drawn 
from those who left China In 
1949 with the elders. This 
would help to maintain the 
influence of both first and sec- 
ond generation mainlanders. 

• Also planned is the elec- 
tion eff the governor of Taiwan 
and the mayors of the two 
leading cities, Taipei and 
Kaohshzng. This is likely to be 
by popular vote since it does 
not carry China connotations. 

These developments follow a 
national conference called by 
the president for the end of 
June. A reform committee, 
packed with KMT members 
and excluding the DPP, has 
been set up to put forward pro- 
posals for reform some time 
next year. 

Meanwhile the two main 
political parties are embroiled 
in their own internal splits. 
While the all-powerful KMT is 
basically divided between 
mainlander families and Tai- 
wanese. one outspoken leader 
of the DPP. Gau Jeng Ju, has 
broken away and says he will 
form a China Social Demo- 
cratic Party. 

"We need a party which 
develops real public policies 
instead of just concentrating 
on issues like independence 
and reunification with China,” 
he says. “The DPP has no 
strength beyond the fan- that 
the KMT is corrupt People 
support the DPP only because 
the KMT is not good.” 

Peter Elliott 


ECONOMY: Peter Wickenden 

Back to hard reality 


FOR THE 4m people who 
played the stock market or put 
their money into unlicensed 
banks, the past year has been a 
premature flirtation with 
riches. For the economy, it has 
been a damaging diversion 
from the road toward maturity. 

Few seemed aware, as they 
swapped their mopeds for 

BMWs, that the resulting lav- 
ish boom in domestic con- 
sumer spending was propping 
up an economy that has been 
fundamentally weak for at 
least a year. 

Taiwan’s trade surplus is 
expected to plunge by about 30 
per cent to $Sbn by the end at 
the year. Manufacturing out- 
put in the first half was down 
by three per cent on last year, 
productivity rose just over 6 
per cent, but wages were up 14 
per cent. 

Before the effect of oil price 
rises filtered through, the con- 
sumer price index in August 
was already up 5.63 per cent 
year on year. 

However, the government is 
positive in its resignation to a 
slowdown that has been creep- 
ing up for two or three years 
and which may last that long 
again. The cabinet has revised 
its GNP growth forecast for 
this year to 5.2 per cent (lowest 
in eight years), and this does 
not take oil price hikes into 
account Vincent Slew, the eco- 
nomics minister, think* the fig- 
ure may be closer to four per 
cent 

With hindsight the root of 
the trouble can be traced back 
to the middle of 1968 when the 
Central Bank finally stopped 
direct manipulation of the 
Taiwan/US dollar exchange 
rate. This meant it could no 
longer keep Taiwan's ex po rts 
artificially cheap in the of 
a worsening labour shortage 
and rocketing wages. Industry 
moaned as the NT dollar appre- 
ciated another 10 per cent over 
the next 12 months to Decem- 
ber 1989, making a cumulative 


50 per cent rise over three years 


, Fo: 

reserves fell 


But most exporters got by: 
they reduced their large profit 
margins and paid a Utile more 
attention to productivity. -And 
orders that had moved from 
Taiwan to China and South 
Korea switched back again 
when instability erupted in 
those countries last year. 

Many companies got a new 
lease of life and put off invest- 

molt fa Bnd 

duction of higher quality 
goods. Export-generated for- 
eign orrtmng e (and a good deal 
of hot money) continued to 
pour In to Taiwan. 

As early as last spring, the 
government took fright at 
money supply growth figures 

The social rot has- 
been largely 
stopped 

and started an anti-inflationary 
credit squeeze that is only 
being eased now that the econ- 
omy is faltering. 

The government was obvi- 
ously not expecting the stock 
market to collapse so com- 
pletely because of its measures 
to cool speculation. For, in 
spite of the fact that the export 
growth rate bad been falling 
steadily, in January this year 
the government was still confi- 
dently predicting GNP growth 
at 7 pm cent. 

That growth' was supposed 
to be driven by spending an 14 
large Infrastructure projects 
and Turing domestic consumer 
demand. Noting accelerating 
capital outflow, private ana- 
lysts were soon saying six per 
cent or lower. By August, capi- 
tal outflow had hit $9bn, top- 
ping last year’s total at of 


The central bank predicted a 
current account deficit at 
about $lbn by the end of the 
year, the first deficit in ten 


exchange 

year from 

g 73 £Qbn in January to 8&94bn 

by the end erf July. 

Feziups the government was 
also loath to admit th at in 
Taiwan a stock ' market craai 
could bring on a slump, 
whereas in most other econo- 
mies it could only be the other 
way around. But, as Stew now 
acknowledges, at least IS per 
cent of last year’s 7 per coot 
GNP growth was due entirely 
to what he calls speculative 
money games; ' . . . 

Labour intensive industries 
have moved en masse to C hi na 
and other Asian nations rather 
than gtay here and" upgrade. It 
is a typically short-term solu- 
tion adapted by small Taiwan- 
ese businessmen out' for 
short-term gains. But even 
large' ' companies with 
longterm lost' faith In 
the domestic investment cli- 
mate as land prices shot up, 
rrime and environmental pro- 
tests increased, and the ruling 
Knamln tang party became pre- 
occupied with internal strife. 

Despondency spread to the 
ranks of senior government 
officials such as former Vice 
Economics Minister Wang 
Oiien-Shien (now finance Min- 
ister ) who in the spring 
resigned in disgust at wide- 
spread lack of respect for the 
tew. 

With Hau Pei-Tsun, a former 
four-star general heading the 
ca binet, business, confidence la 
stiff low but the social rot has 
been largely stopped. 

With a wary eye on inflation 
figures fa the wake of the Gulf 
crisis, the government is now 
adopting a cautious expansion- . 
ary policy. For the first time in 
eight years the central bank 
reduced bank reserve require- 
ments under heavy pressure 
from loan-starved industry. 

In August NTSSOObn of post 
office reserves were released to 
local banks, and the cabinet 
also approved ' direct toatia 
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Population 

20.11 million (Feb 1990 estimate) 

Head of State 

President Lee Teng-Hui 

Currency — .... — 

New Taiwan dollar 

Average Each Rota 

_ 1988 US$1 -N1328£B 


inm USS1 — NTS2R_41 

— 

ECONOMY 

.... ... 



1968 

1960 

Total GDP (USSbn) 

12JL3 

146.6 

Real GDP growth (%) 

7.3 

• 7.4 

OOP per capita (US$) 

6146 

7288 

Currant Account Balance 



(USSbn) _ 

— — 10.2 

11A 

Exports (USSbn) 

60.6 

86-2 

Imports (USSbn) ...... 

■ • ' 49.7 

52.3 

Trade Balance (USSbn)——. 

10.9 

13.9 

Main Trading Partners 



(% of total value) 



Exports 



US 

38.7 

3&2 

Japan 


13.7 

Hong Kong — — 

9.2 

10lB 

Imports 



Japan. 

29^ 

30.7 

US. __ — . 

26.2 

23.0 

Public external debt (USSbn) — 1.5 

1.1 

Consumer pries* 



(% change pa). — 

1.3 

4.4 

Unemployment 



(% of labour force) 


1.6 

Total reserves minus gold 



(USSbn) — 

73.9 

73.2 

Source; Datastream, Economist intelligence. Unit 
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SAILING SMOOTHLY AND EFFICIENTLY INTO THE 



NT942.5tm to small 
companies. In addition,' Indus, 
trial-anted land is to be-soM at 
a discount auuT'new tax Incen- 
tives wDl be made available fo 
encourage research and dent 
opment. 

A drop in 
this year has t 
prospects for getting the Infra- 
structure projects started or 
back on schedule; .These 
include Taipei’s mass .rapid 
transit system, a second north- 
south freeway, and a fifth nap. 
tha-craddng plant fortbe stale 
run Chinese. Petroleum CotpL 
After three years of wrangling 
with local residents, the 
cracker project was finally 
started in late September. 
Some analysts do not -share 

Taiwan depends on 
manufactured 
exports 

the government’s hopes that 
these projects will give the 
economy a shot in the arm. 
Delays will continue because of 
to the shortage of labour, and 
there will be a long wait before 
there is any effect on domestic 
demand, says Wang Sn-Wang 
. of the Chung Hwa Institution 
for Economic Research, the 
government's economic think 
tank. The commencement of 
the naptiiacracker may be of 
psychological benefit at best 
Wang is also sceptical about 
the effect of credit-loosening 
measures. According to the 
Institute's latest industry sur- 
vey, tighfiy-regulated state-run 
commercial banks now have 
more liquidity but are not will- 
ing to lend to ailing companies. 
Mbre than a third of the com- 
panies listed on the Taiwan 
stock- exchange are how said to 
be in difficulty. 

Slew is optimistic for the 
long term. He is content to sit 
through one to two years of 
low growth while industry 
restructures with 
assistance. At present, says, 
high-quality. Ugh technology 
products account for about 55 
per cent of total exports, and 
the proportion is rising. 

- to the wake of the stock dot 

Companies will 
have -to merge to 
survive 


ket crash, the service sector, 
which now accounts for more 
than half of GNP, has proved 
vulnerable. With a small 
domestic market, Taiwan still 
depends bn manufactured 
exports and the question 
remains whether the small- 
scale nature of 90 per cent of 
Taiwan's industry will con- 
tinue to be its secret weapon in 
the fixture. 

Vice Economics Minister 
PJL Chiang says that small- 
scale means flexibility, and 
that this has enabled industry 
to weather previous storms. In 
the past industry has moved 
nimbly from one low-tech prod- 
uct to another. 

But that may no longer be be 
so easy in the capital- intensive, 
high technology environment 
that the government wants to 
create. Prof Wu Rong-Yl agrees 
that companies will have to 
overcome their reluctance to 
■merge if they are to surviv e. 

If they can, and if foreign 
industry continues to put in 
vital technology and direct 
investment, Taiwan will still 
emerge with a formidable mod- 
em industrial economy. 
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Tffi PRESIDENTIAL office 
sp o kesm a n Cheyne CMu won- 
dered elnnd at a recent press 
conference whether Taiwan's 
policy towar d s China wasn't in. 
a muddle. Otter countries poor 
dering their returns wifi* file 
two, foreign badnesses consul- - 
erlng Investments- and, of 
coarse, fire Taiwanese them- . 
selves, could also' be forgiven 
for confusion when the; 
review developments this year. 

. At his inaognratkm ih May 
President . Lee Teng-Hui. said 
that .tire ~Eebete” whorbara run 
China for four decades would 
be recognised, within me year 
as a g o ve rn ment but stm an 
“illegal" one. He also said that 
Taiwan's g o vernm ent would be 
willing, under eertato condi- 
tions, to talk to Pairing about 
remitting Ta iw an with fire Chi- 
nese mainland.. ‘ . 

-.This * was radical staff in 
Taiwan,, Jmt. -that statement 
was- just toe dart. Taiwan next 
proposed arptosigayemmflntal 
intermediary., body to solve 
dvil and trade disputes, with 
each side- having car the 

other’s patch. .The People’s 
Bepifolfo's.reaponse was guard- 
edfir positive, -r 
Meanwhile, the Economics 
and Justice iBnigtffiw w>«ii» 
proposals for starting direct 
trade and in v e s t ment across 
the strait. Restrictions an vis- 
its -to China by Taiwan resi- 
dents were relaxed and the 
Chmese press was allowed to 
cover news on tire island. 

-It seemed fire government 
had- caught the Taiwan peo- 

ple's. “mainland fever." But 


- CHINA: Peter Wickenden 

Ties are stronger 


then Saudi Arabia's sudden 
Switch Of tips fr im 

Taipei to Peking in Juiy threw 
all into doubt. Sm g w pnr p. and 

Indonesia, long TiwpfffrNnl nfflea 

of Taiwan, also moved to mend 
their ties with Peking. 
. Officials blamed these set- 
backs On the fatarmtinnai con- 
fusion. caused by Taiwan’s 
rapid wnfbn»fr»g toward ffrfa*- 
CaUs were hmi1i» for & six- 
month freeze, Birin* fflima had 
not responded amicably to 
Taipei's initiatives. Within 
wee ks, ho wever. President Lee 
was over-riding fire poHcy-mak- 
ing power of the cabinet's 
m a inl and affairs committee by 
forming a new top-level 
National Unification Commis- 
sion, wi jifr Tifyniylf gg tomU , 

Then, as the Taiwan team 
prepared to leave for the 
P oking Asian games, tiw i frnft 
of a law governing relations 
across the strait was finished 
after two years of debate and 
hi%e revisions. To the surprise 
of many, it does not provide for 
direct trade, investment or 

twmapwrh rf lmvr 

To mate sense of all this, 
one must separate fire poEtt- 
dans' zfastonc from their rea- 
srmf ng; a nd look at the prob- 
le m fo a m^four 


mesas for rapid opening up to 
China are the .bosses of 
Taiwan’s 9&900 factories- “To 
them the mainland is the near- 
est source of affordable labour 
and raw materials, in some 
cases another export market 
too,* says Professor Wu 
Eong-yi of fire Taiwan Insti- 
tute of Economic Research. 

In tire past three years at 
least 1,000 Taiwanese compa- 
nies have set up production 
Hires in China or moved there 
wholesale. They have poured 
at least fL2hn into fire coun- 
try. But tire debate over direct 

trade and transport investment 
only really started when Y.C. 
Wang, chairman of Taiwan’s 
largest conglomerate, the For- 
mosa Plastics Group, joined in 
early this year. FPG’a main 
product is ethylene, and as 
mme than half its customers 
making cheap plastic objects 
have gone to the mainland, 
Wang w an ts to follow. 

Other huge companies such 
as Wed Chnan ana President 
Enterp rises. Taiwan’s two lead- 
bur food urocessors. Tontex. a 
construction and textiles 
group, and several of Taiwan’s 
ten auto makers have tentative 
plans to invest in China. They 

are appl yi ng great p ress u re cm 

tire gumw n mant 


How long the government 
can resist is unce rtain. At the 
moment the large foreign com- 
panies upon which Taiwan's 
depends for the technology to 
upgr ade its own indnsfry are 
getting conflicting ri gnaia. 

While John Ni in the Eco- 
nomics Ministry's Industrial 
Development and Investment 
Centre promotes Taiwan as 
potentially “a good base for the 
flhfos market", Ma Ylng-JeOU 
of the cabinet’s mainland 
affairs committee says: “We 
have no intention to go beyond 
indirect trade and investment 
Same of Taiwan’s businessmen 
are not sophisticated enough in 
Tnamlaryl affairs » 

Peking says it will take 
Taiwan back by force if neces- 
sary. It proposes a “one coun- 
try, two systems" model like 
the one which will apply to 
Hong Kong, but ostensibly 
more HberaL 

Taiwan's draft mainland 
relations law is based on a 
“one country, two areas”- for- 
mula. Under M| *^ govern- 
ment would maintain its exist- 
ing jurisdiction but would 
recognise the other's laws 
when it came to solving cfvfl 
disputes. “But we have not 
retreated from our earlier posi- 
tion that we are the sole legiti- 



President Lee Tang-Hui 

mate government of China," 

stresses Ma. 

The third for pmittny 
is the world of politics. No 
right-minded politician in 
Taiwan wants unification with 
ft communist-controlled main- 
land. But the issue is being 
used to the struggle for control 
of Taiwan between ageing 
mainland Chinese the Tai- 
wanese. “The KMT nudnlazid- 
ers accuse President Lee {who 
is Taiwanese] of supporting 
Taiwan independence, ana 
argue for a slowdown in 
democratisatian,” says a politi- 
cal analyst at National Ctatog- 
Hsing University. 

Many analysts |m ° | ™ tw 
President Lee formed his 
National Unification Commit- 
tee in a desperate bid to please 
both the KMT old guard in 
Taipei and the <Vmimnnirej« m 
Peking. The DPP suspects that 
the KMT would sooner mate a 
secret deal with the Commu- 


nist Party under which it 
would stay in power than see 
complete local democracy 
under another party’s rule: 
both the KMT amt the Commu- 
nists tear that if the Taiwanese 
could rule this island, they 
would opt for forming an inde- 
pendent country. 

The fourth factor is thus the 
people, and they are tire most 
unknown Quantity. Every opin- 
ion pdl concludes that the vast 
majority approve of unity with 
a democratised China. Bnt 
some analysts insist that the 
questioning is biased, that 
KMT ideology pervades educa- 
tion, and that even now people 
dare not express their real 
views (advocating indepen- 
dence remains fflegaL) 

Predictions are t yarfow . 
hut several things seems inevi- 
table. Big business will get its 

way and direct trade, if not 
direct large-scale inve s t ment* , 
will happen sooner or later. 
The advantages to both econo 
miq« are too great to miss. 

- Mainlan d fever" will con- 
tinue to rage, and private con- 
tacts will flourish. 

The Taiwan government Is 
being practical in realising 
that this necessitate! forming 
an «*- w T** til> " and mediation 
body. But this would soon 
prove tnarteqaate, and direct, 
open negotiations would have 
to start. In Taipei's case It 
would mean renouncing its 
claim to be the s o l e ta g i U ma t e 
government, and in Peking's 
case it would mean admitting 

that Taiwan’s capitalist mode 

has come out on top. 


“WE WOULD like to see the 
economy , back to normal so 
that the Chinese people’s tradi- 
tion of hard wors can be 
restored,” says 'Vincent Slew, 
Taiwan's new wrfwfcter for eco- 
nomic affair * . 

Sew has taken on responsi- 
bility for Taiwfth^s economy at 
a bad time. But he subscribes 

to the view held by the govern- 
ment, many ao^damica and 

mmk> h mrinMimnim itot T^ham 

must go through its current 
downtmm'm order to shake off 

the mff Bfy -waWwf Tw«mfa of 

recent, years when casino-stole 
pmhHng on tfn» stock 
replaced the. work ethic. ■ . 
"Idnfr*f thfnWhy g flagflem fc 

so baC We have been at a 
cross roads, and now we are 
turning into a very healthy 
development because in the 
past tinea years we. have had 
what was really unhealthy 
growth with the money game 
and now we are trying to turn 
thing * onto the right track.” 

Nearly £5 per cent of eco- 
nonric growth cams from stock 
market activities^be says dia- 


PROFILE by Peter Elliott 

Call for hard work 


“Now worl 
tore improving 
are applying for jm». 
course, you have to suf- 
fer fow growth or maybe samo- 
thnee negative growth for on* 
or two years before you can 
adjust all structures in the 
right way.” 

Sew has considerable expe- 
rience after 27 years fa govern- 
ment service, fids was mainly 
in trade and economic posts 
and tnefaded becoming direo- 
tca: general at tire Board of For- 
eign T rade fa M82 w hen there 
was negative growth. 

He roines from a T aiwan es e 
fanning fondly and is one of 
tire lew rafing party PoBtidans 
who pan mix and ta»Tfc easily 
with the peopie. This gives him 
an adfamtage ..when dealing 


with two of Ifeiwan’s economic 
problems, tire work ethic and 
environmental issuesL 
He is now in the process of 

far this year’s growth, initially 
from 7 per cent to 5^ per cent 
and now down to 15 per cent 
Rapidly tiring ofl prices may 
push thfa figure down farther. 

“Next year win also be very 
difficult for us,” says Slew. 
“But after BMBMB or two 
years of adjustment we predict 
that the whole situation will be 
fmtwH around.” 

The figure for next year 
could pwyhapR be even lower* 
than 4LS per cent, but should 
“not be negative" because of 
large and long-delayed govern- 
3>fyf otOboir iufrtfftrwUi p* 
projects. 


Slew's reputation for mhrfng 
easily was enhanrarf recently 
when he helped to end years of 
environmental p ro t e sts over a 
planned big naptha-cracking 
project at China Petroleum's 

mfiiwy In VnnhtHnng 

Sew says the company has a 
“moral responsibility to have a 
good neighbour policy.” He 
says that environmental lobby- 
ists in general, who have 
become increasingly Influen- 
tial, are bring “constructive” if 
they “make a reasonable 
appeal and push the govern- 
ment to pay more att en tion to 

Bw ri r n m rwnfcil pr o t ection. " But 
a purely negative environmen- 
tal a ppro a ch was haxmfhl to 
economic growth, as Taiwan 



“You cmnnt just view this 


from one angle,” says Sew. If 
you look bade, not too many 
industries spent money on 
environmental protection or 
poDuttan control until environ- 
mentalist movements started 
to appear. So I do not have any 
sympathy with our industries." 
It is not fair Just to complain 
about environmentalists, he 
says. 

“That is why, on the one 
lumA , i remind industries ent 


they must take into account 
that pollntion control has to be 
In chided fa their projects. On 
the other band. 1 would advise 
environmentalists that they 
must have patience and cannot 
expect to aft the tor to be dean 
ov e rni ght — it <»tei time.” 

U p Hat. SS »iw>r 

• “To stimulate investment 
confidence, which means I 
must try to remove all invest- 
ment barriers; 

• “To have more money spent 
and more attention paid to 
technology research, and to 
speed up our upgrading of 

Inifairfrfaf; 

• “To achieve active partici- 

pation in international eco- 
nomic activities so we can pro- 
mote investment and trade 
relations with foreign coun- 
tries. ^ 

O “To restore economic order 
end discipline so that anything 
that is not healthy or not con- 
tributing to our economic 
order wffl be regulated. We are 
trying hard to liberalise our 
econ om y , but law and order fa 
also important. 


FOREIGN POLICY 

Stalled on 
sovereignty 


TAIWAN’S FOREIGN relations 
have taken three serious blows 
this year that make the basis 
of its foreign policy look more 
nfti myndwii and UZ-conceived 
than ever. 

Saudi Arabia, Taiwan's only 
middle-east ally and one of 
three ftewifian t countries still 
with embassies h ere, switched 
dtpiftmaHn relations to Peking 
in July* It was sudden, but not 
surprising. The Rs™m» seeded 
arms from <3nin». not money, 
which fa all Taiwan can offer. 

Indonesia and Singapore 
then announced their inten- 
tions to establish ties with 
Peking. They did not have dip- 
lomatic relations with Taiwan, 
but had m win tehwd unusually 
dose unofficial relations. That 
leaves only 27 countries recog- 
nising Tafari, of which all are 
international political 
nobodles, apart from South 
Africa and South Korea. 

Seoul has now established 
ties with the Soviet Union and 
analysts say it will almost cer- 
tainly forsake Taipei for 
Peking in the next two years. It 
ominously ceased recently to 
refer to Taiwan by its official 


The self-styled Republic of 
China on Taiwan is determined 
to pursue Independent foreign 
relations as a sovereign nation. 
Only if Peking stops trying to 
obstruct this policy will Taipei 
consider direct talks about 
reunification of Taiwan and 
mainland China. 

This policy might sound con- 
tradictory and unworkable 
unless one knows the peculiar 
assumption on which it was 
made.The government in 
Taipei still insists that there Is 
only one China and that it fa 
the side legitimate authority - 
For proof, says vice foreign 
minister John Chany , read *ha 
ROC constitution. To Taipei’s 
way of thinking, therefore, it is 
neither espousing indepen- 
dence for Taiwan, nor a “Two 
fWn»« policy” aa Peking main- 
tains. “These accusations are 
totally groundless and unac- 
ceptable to us,” says Chang. 

Whatever Taiwan's own 
views on the sovereignly issue, 
it fa dear that ever more gov- 
ernments fail to see sense or 
s&tety in «h»Hng them. The 
foreign ministry »n™fte that 
even those countries that have 


recently switched recognition 
hade to Taipei are asked only 
for recognition per se. They are 
not asked to pay lip service to 
the sovereignty claim. 

Moreover, all these countries 
are small, developing and 
badly in need of Taiwan’s cash. 
Were Taiwan not sitting on 
$&5bn in foreign exchange 
reserves, there would be no 
logical reason few any of them 
to risk Peking's wrath. 

Political analysts, and more 
than a few legislators, say that 
Taiwan’s "pragmatic" or “flexi- 
ble” foreign policy will not 
work while it continues with 
the sovereignty claim, and will 
only continue until no more 
countries can bo tempted by 
development aid. 

Chang also agrees that other 
countries are confused by all 
the unification debate, and 
Taiwan’s rapid moves to lessen 
tension across the strait by 
allowing Increased people-to- 
people contact But he does not 
we unification happening for 
perhaps another 20 years. 

Citing the expe rie nce of the 
two Germanys, Chang says 
that a condition for unification 
is trust between the peoples 
and not Just the governments. 
He gfossea over the lndignance 
caused by Taipei's sovereignty 
c laim, saying that trust fa 
Impossible while Peking con- 
tinues successfully to isolate 
Taiwan internationally and 
refuses to fat it pursue Its own 
foreign affairs. 

The sovereignty claim looks 
more and more like an obses- 
sive millstone round Taiwan’s 
neck. Its substantive relations 
around the world are friendly 
and improving. 

But the rules of diplomacy 
can only be bent to a degree. 
Taiwan fa preparing to recog- 
nise the existence of the 
Peking government next year 
for the sake of introducing 
local democracy. When it will 
go one step Anther and drop 
the soverrijpto claim fa uncer- 
tain. Cynics believe it will hap- 
pen only when Taiwan runs 
out of cash. 

However, to do it when the 
island fa rich, democratising 
and opening up to the world 
would only earn it Interna- 
tional admiration. 

Pater Wtefcwndan 
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TRADE: John Ridding 


Change of direction 


TAIWAN’S EXPORT machine, 
dynamic even by the standards 
of East Asia's fast growing 
economies, has lost much of its 


In the first half of 1990, 
exports recorded their first 
contraction since the early 
1980s, falling by 0.8 per cent to 
. $3L9bn. Officials at the Board 
of Foreign Trade expect mea- 
gre, if any, impr o v em ent for 
the year as a whole. 

The reason for this down- 
turn lies largely in a reversal 
of the factors which prompted 
Taiwan’s dramatic ex por t per- 
formance In the latter half of 
the 1980s. The NT dollar, which 
was undervalued in 1988, has 
appreciated by about 40 per 
cent since then, while wage 
rates have seen similar 
increases. 

The consequent loss of com- 
petitiveness has been exacer- 
bated by the emergence of 
new, low cost exporters in 
South-east Asia, which are suc- 
cessfully exploiting the strate- 
gies previously employed by 
Taiwan, South Korea and Hong 
Kong. 

As a result, Taiwanese man- 
ufacturers find themselves 
sandwiched between cheaper 
producers among the Asean 
nations and the market leaders 
in Japan, Europe and the US. 

In spite of the current slow- 
down, Taiwanese officials are 
relatively sanguine. “It is not a 
very good performance,” 
admits Chlang Pin-Rung, the 
vice minister for economic 
affairs, "but Taiwan is under- 
going a period of transition.” 
He argues that current trends 
reflect necessary adjustments 
in the structure of the island's 
maturing economy* 

One of these adjustments is 
a lesser role for the country's 
export machine. “We want to 
reduce our reliance on trade,” 
says Chlang. "We have to 
develop our domestic market 
through consumption and 
investment.” 

Shea Ke-Sheng, director gen- 
eral of the board of foreign 
trade concurs. “It is natural to 
see some sl owdown in export 
growth. We can’t expect to 
keep expanding shipments by 
20 per cent a year.” At the 
same time, export industries 
are moving towards mare capi- 
tal-intensive, higher value 
added production «nd away 
from traditional labour inten- 
sive goods. Whereas shipments 
of textiles, footwear and 
apparel have fallen this year, 
exports of warJiina tools and 
; computers have shown gains. 

• Foe many of Taiwan’s com- - 


panics, however, 
the small and m ed ium manu- 
facturers which dominate the 
industrial structure, such 
adjustments will be difficult 
They lack the capital to 
invest in automation and 
research end development and 
have often seen the best solu- 
tion to the more difficult 
export environment as trans- 
ferring production to lower 
cost countries. 

While the more difficult 
environment is presenting Tai- 
wanese exporters with tricky 
adjustments, it has also con- 
tributed to a marked lesse n i n g 

One adjustment Is 
a lesser role for 
the island’s export 
machine 


of trade tensions with the US. 
Taiwan’s largest trading part- 
ner, which accounts for one- 
third of all shipments from the 

island . 

Taiwanese and US officials 
express satisfaction at the 
reduction in the bilateral trade 
imbalance which has seen 
Taiwan’s trade surplus with 

the OS shrink fr om aw ww r- 

mous $16bn in 1987 to $12bn 
last year and a forecast level of 
less than ftObn this year. 

There is some disagreement 
about precise figures. Accord- 
ing to US department of com- 
merce statistics, which identify 
US imports by value added and 
country of origin criteria, the 
reduction in the deficit is less 
thaw that shown by Taiwanese 
data which use a definition 
based on the final point of 

whipping 

Conseqently, while Taiwan 
forecasts a fall in the trade sur- 
plus of more than 20 per cent 
for 1990, the US estimates a 
more modest 13 per cent 
decline. 

In spite of the discrepancy, 
which seems to reflect the 
increase in Taiwanese assem- 
bly operations in lower cost 
production bases in the region, 
US officials are pleased with 
the progress mada since the 
late 1980s. “Of course, there are 
some contentious issues 
remaining, such as intellectual 
prope r ty rights,” says one offi- 
cial, "but the general situation 
has seen a great deal of 
improvement.” 

The declining share of 
exports going to the US reflects 
the Taiwanese government’s - 
policy of diVW3iIyii^ expQrt» - 


TOP TEN EXPORT ITEMS 


item 

1989 export 
value USSbn. 

% of total 
exports. 


21.83 

33 

15J5 


1CL33 


5.19 

7,8 

as 

88 

4j6 


4.47 

Plastic and rubber, plastic and 

4£3 


3.03 

Vehicles, ai reran, other 

_a.oi 

4.6 


— 1.79 

2.7 

Precision Instruments, docks, watches _ 
Leather and fur products — 

—1.88 

—1.49 

2.5 

2 & 


and reducing dependence on 
American consumers- Exports 
to the EG have increased 
steadily, from $&2bn in 1986 to 
about S&Abn last year. 

Trade with Asean nations 
has also grown sharply and the 
region as a whole now repre- 
sents Taiwan's largest trade 
surplus. The l ast few year s 
have also seen strong growth 
in trade with ynsriniand China. 
Total bilateral trade, according 
to Hong Kong statistics, 
amounted to $3.4hn last year a s 
Taiwan exported manufactured 
products ranging from syn- 
thetic fibres to electronics and 
imported resources and raw 
materials. 

But the pace of trade expan- 
sion is now beginning to mow. 
‘There are constraints of hard 
currency and Import restric- 
tions,” argues Shea, who 
expects only slight growth in 
two-way trade this year. More 
generally, he believes that the 
potential of the Chinese mar- 
ket should be seen not in terms 
of its geographical size and 
population, bat in terms of its 
purchasing power maitot 

While export diversification 
has made progress, there are 
more worrying trends in the 
pattern of imports. In particu- 
lar, the continued increase in 
imports from Japan, combined 
with only modest growth in 
exports, has prompted a sharp 
increase in the bilateral trade 

hnhalnnpp 

Taiwan’s trade deficit with 
Janan numbed from S3.7bn 
in 1986 to $6£bn last year and 
is forecast to reach about $8bn 
this year. This is a cause of 
much concern to us,” says 
Chiang. He advocates a policy 
of import substitution, through 
direct investment by Japanese 
component manufacturers 
rather than through trade 
restrictions, as a means of 
resolving the problem. 

Phrt of the HfffjpiiHy fo that 
Taiwan carries relatively little 
clout in hihteBii trade negotia- 
tions. “We asked Japan to abol- 
ish quotas on Taithgr goods for 
six years without success," 
says Chiang. “But the US got 
them to drop them in just one 
year.” 

Political wmmtenifTnnB of a 
different nature are obstruct- 
ing another of Taiwan’s trade 
objectives - membership of 
GATT. 

Taiwan submitted its appli- 
cation to join the trade organi- 
sation at the hpgrnwTng of the 
year, but the reluctance of 

wtnrt co un t ri e s to n«k nfEwxi . 

jug Chum, which is seeking 
GATT membership before 
Taiwan, means that the 
world's thirteenth largest trad- 
ing nation will continue to be 
e xc l u ded from the most impor- 
tant forum for international 
trade issues 

EXPORT MARKETS 


Country 


% of total 
exports 


Swn tor MB ttMM.' Board of Foratgo Trad*. MtoMry C conaoric «Wra 


US 

Southeast Asia 

Europe 

Japan 

Oceania 

Middle East 

Africa 

Latin America 


3&2 

18.9 
10.5 
13.7 
2-8 
2J2. 

1.9 
1.8 


TEXTILES 



BANK OF 

COMMUNICATIONS 

Being a 

development bank in Taiwan, 
Republic of China, 

we offer full range of banking services, 
specializing in 

Long Term Project Financing 
and 

Equity Investment 

91 HENG YANG ROAD, TAIPEI, TAIWAN 
TEL: (02) 3613000 FAX: (02) 3612046 
TELEX: 11341, 21044 
SWIFT: BKCMTWTP 

Pleased to announce the opening of wholly 
owned subsidiary 

|Bank of Communications Europe N.V, 

offering a full rang of banking services from 
15th .October 1990 

Bank of Communications Europe N.V 
Atrium Building, Strawinskylaan 3027 
1077 ZX Amsterdam, The Netherlands 
TEL: (020) 6610404, FAX: (020) 6612429 
TELEX: 18337, 18357 


Competition, 
protection and 
readjustment 


"A TEXTILE depression” is the 
verdict of Mr Phillip Chen, sec- 
retary general of the Taiwan 
Textile Fed e ration, on the per- 
formance of the sector. 

There is some justification 
for his gloom. Exports have 
fallen in value from 

NT$ 301 . 48 bn In 1987 to 

NTJ2T&27bn in 1989 and their 
share of overall exports has 
fallen from 20.4 per cent in 1985 
to 15.6 per cent last year. 
Employment a1«n tfariTTinri , 
from nearly 200,000 in 1965 to 
less than 170,000 today. 

There is no lack of explana- 
tions for the decline, and many 
of the factors reflect the gen- 
eral problems facing Taiwan’s 
traditional labour Intensive 
industries as the economy 
matures. 

The Taiwanese currency has 
appreciated by over 40 per cent 
since 1986, when the US 
applied pressure on Taiwan to 
correct the ballooning trade 
imbalance between the two 
countries. The currencies of 
South Korea and Hong Kong, 
Taiwan's principal rivals in the 
textiles industry, have risen by 
much less, and although the 
NT dollar has weakened by 


production, development of 
independent brand namoc and 
diversification of products and 
markets. 

Some progress Is being 
made. Ear Eastern Textiles has 

cut labour costs to 15 per cent 
of total manufactfcring costs 
through a progr a mme of 
reductions and automatio n and 
is diversifying production into 


The industry has 
suffered from 
labour shortages 
and rising costs 


Penetration of 
traditional markets 
is becoming more 
difficult 


about five per cent this year, 
so has the Korean wan. 

Labour costs have risen 
sharply, with average monthly 
pflrntnpH in the sector rising 
fromNT*12,340 in 1985to 
NTS1&585 by the end of 1989. 
Moreover, claims Chen, the 
industry has s uf fered, fr om a 
shortage of labour as workers 
have been attracted to specula- 
tion in the stock market and a 
Ufa of p wn to aginnwi investment. 
Competition from lower cost 
regional producers, such as 
Malaysia, Thailand and Indon- 
esia has increased. 

' Penetration of traditional 
markets is becoming more dif- 
ficult, partly because of 
TwrrpBflpg protectionism. Chen 
cites, the recent case of a US 
anti-dumping action against 
Imports of town.TTiBiip fibre 
sweaters.. Under the action, 
Taiwanese producers ' have 
been rh a r ged duties -in 
of 20 per ea wt, far hl gtiar than 
those levied on Korean and 
Hong Kong manufacturers. 
"Anti-dumping is the sharpest 
protectionist weapon,” says 
Chen, who argues find just the 
gntmiimyrnwit of an investiga- 
tion has a substantial impact 
on Taiwanese exporters. 

hi spite of these dMflcuitiea ft 
is misleading to see textiles as 
a Taiwanese sunset industry. 
As with other labour intensive 
sectors, the current slowdown 
is more a reflectio n of a period 
of adjustment as maniifHctur- 
ers upgrade plant and equip- 
ment to cope with the new eco- 
nomic environment 

“We are in a very important 
transition stage," argues Mr 
Douglas Hsu, president of Far 
Eastern Textiles, Taiwan’s 
largest textiles group. He com- 
pares the situation to that 
which faced Italy in the 1970s: 
“They bad all the problems we 
are now facin g, a nd they 
emerged much stronger from 
their restructuring.” 

Among the more important 
adjustments f a ci ng Taiwan's 
companies are the automation 
of production and other mea- 
sures to promote productivity 
gains, a move towards higher 
quality, higher value added 


hi-tech plastic products. Simi- 
lar efficiency gains have also 
been achieved by the other 
large textiles producers. 

Progress is also being made 
in the diversification of mar- 
kets. Whereas the US 
accounted for 38£ per cent of 
total exports in 1985, it now 
accounts for about 28 per cent 
By contrast, exports to Hong 
TTrmg and other rum-restricted 
markets have grown both in 
value and as a proportion of 
the to tal Acco rding to indus- 
try analysts, however, there 
has been less improvement in 
research and development. Out 
of a total of NT$26.1bn spent 
on R&D in 1988, only 0.65 per 
cent was acco unt ed for by the 
textiles sector. In 1990, only 
0.29 per cent of the govern- 
ment’s NT$6-6bn BAH budget 
will go to textiles. 

The necessary adjustments 
are still more ammit for the 
large number of smell compa- 
nies which characterise the 
indnstry and for companies 
mainly involved in down- 
stream activities. 

Manufacturers of apparel 

and wnall s pinning rmn pawiag, 

fix- example, have been more 
adversely affaniad by the deter- 
iorating export environment 
than producers of fibres. "The 
spinning side has serai a dras- 
tic reduction,” says Hsu. "hide- 
pendent small weavers are def- 
initely out” 

The more difficult environ- 
ment faring apparel producers 
reflects both the relatively 
labour Intensive nature of pro- 


Smaller companies 
lack the capital 
required to invest 
in new machinery 


(faction and thg p mlmnlrn»wn> 
Of small wiwpanlflg which larlc 
the capital to invest in new 
machinery and to automate 
production. 

Their response has often 
been to relocate to cheaper pro- 
duction bases in South East 
Asia and china. Taiwanese tex- 
tiles producers are now a com- 
mon sight in Malaysia, Indon- 
esia and Thailand as they take 
advantage of cheaper labour 
and export quotas permitted by 
principal markets such as tha 
US. 

For these countries, like 
Taiwan in previous decades, 
t extil e s will provide an engine 
of growth. For Taiwan itself, 
this is hkety to mean a further 
shrinkage in the sector as it 
loses its traditional compara- 
tive advantages. But, as Hsu 
argues: “Any company can 
succeed if it adapts to the 
changing environment. Even 
smaller companies can find 
and exploit their own specialty 
niches.” 

John Ridding 


While some Taiwanese companies businesses mth elr todurtrkn. 
may have lost their way on the John Elliott pro xies tw o 

international take-over trail, others President ■ ."fnrnmnnitnil 
have dear alms to establish global manufacturer Acer tncorporatsd r 

President has global ambitions . 


Food for 



“WE ARE not like some other 
Taiwanese companies which 
have a lot of money to spend, 
but do sot know where to 
spend it,” says Chen Ghin- 
Shpij manager of the planning 

division at President Enter- 
prises, Taiwan's largest pro- 
cessed food group. 

“Our company wants growth 
internationally to become a 
global and diversified food 
company.” 

Four months ago President 
surprised the world’s food 
industry when It beat 15 other 
international companies with a 
US$335m bid to acquire Wyn- 
dham Foods. The Georgia- 
based company is the third big- 
gest biscuit manufacturer in 
the US after Nabisco and Kee- 
bler. 

It has set up a subsidiary; 
President International Trade 
and Investment Corporation 
( PITIC ) which is registered In 
the tax haven of the Brifah 
Virgin Tsbnvls, to hold its 100 
par cent ownership of Wyn- 
dham and to carry out other 
foreign acquisitions, joint ven- 
tures and i n ve st m ents. 

Pr esident owns 65 per cent'af 
Ptnc, the other 35 per cent 
befog held by associates and 


President’s sales totalled 
US$lbn when the company's 
joint ventures and subsidiaries 
(which include 530 stores 
under the 7-Eleven name in 
Taiwan) are added to its own 
figure last year of US|590m, 96 


per cent of which was in 
Taiwan. 

Chen says the aim is to bufla 
pnofliCT ussibn annual turn- 
over abroad within five years, 
including Wyndham’s current 

XJSgSOOm. 

The rest Is to he achieved by 
ov paiwiiin of Wyndham, fotej 
gration of the two 'companies 
products, pins .other v entur es 
in food manufacturing, retail- 
ing and distribution in the US 

Agfa. 

The company is currently 
negotiating various joint ven- 
tures and is also taUnng about 
buying some 7-Eleven store 
chainfl outside Taiwan. ' 

ff allowed to do so, it would 
aim jflrg to invest in China, 
where it has even bean invited 
to rear drickens for its Taiwan 
Kentucky Fried Chicken shops. 

President’s interests range 
from edible ads and floor to 
pickles and frozen foods. 
Founded in 1967 in the Taiwan- 
ese dty of Tainan, it ia part erf 
a group called. Tainan which 
also includes Tainan Spinning 
and Universal Cement among 
its interests. 

- Last year an allied company, 
President Securities, acting 
with other investors, -bought' 30 
per cent of the Taiwanese sub- 
sidiary of Wang Laboratories, 
the US computer manufac- 
turer. 

President started its search 
for an international role five 
years ago, when it discussed 
*“■ f between 28 and per 


cent of its stock to' General 

FOods of the m -. 

President would have bene 
fited by districting products 
through General Foods, which 
in turn would have gained CM- 
nese food technology, 

.That sounded like & perfect 
match, says Chen, even though 
there was some oppositon 
because "Chinese shareholders 
do not like to sell their compa- 
nies”. But the deal fell through 
when Philip Morris' took aver 
General Foods. President, wife 
hin dsight, - Is -more -than 


Since there have beta 
nearly 20 joint ventures and 
distribution arrangements with 
Japanese, West German and 
other food c omp a ni es. 

But President -decided it 
needed to internationalise on 
its own, and -once considered 
bidding for the Nahfaco food 
group. ‘ 

The attraction of Wyndham! 
which controls eight regional 
biscuit makers, fa that it pro- 
vides an opportunity for mai- 
dent to expand globally with, 
product integration. - t 

Wyndham was on the mar- 
ket because one of 4ts' i mfa 
shareholders'. Mason Best, 
needed to eeQ to cover property 


President’s US 8335m was not 

the highest bid, but Wyndham 
considered It the most attrac- 
tive bebanse of the Taiwanese 
company’s long-term growth 


Acer has slowed its overseas plans 

Expansionist adjusts 


ACER INCORPORATED, one 

of Taiwan’s most internation- 

ally expansionist companies, is 
slowing down its overseas 
pi««« while it digests recent 

acquisitions and adjusts to 

both domestic and world eco- 

nomic problems. 

But the company, which is 

Taiwan's leading personal com- 

puter manufacturer, says it 
hopes to be hack an its expan- 

sionist trail by late next year. 
With athar a wniipmiy acquisi- 

tion or A, large' new factory in 
Europe - probably to be sited 
in the UK, Germany or Spain 
— costing between US$30m 
and US$S0m. 

This reflects a continuing 
need for overseas growth by 
high technology Taiwanese 
companies as they seek to 
establish themselves in the big 

markets of the US and Europe. 

Formerly called Multitech, 

Acer was founded in 1976 by 

Stan Shill, its chairman, and 
went public in 1988. 

It hit the headlines three 
months ago when it paid 
US$94m for Altos Computer, a 
Silic on Valle y com puter 
systems ma n ufacturer, which 
it hopes will quickly correct 
poor sales in the US and 
improve marketing in Europe. 

The Altos takeover followed 
a spate of smaller acquisitions 

over two years in the US and 

Europe which were aimed at 

gradually improving Acer’s 
international sales and service 
operations. 

Domestically there has been 
a 74 per cent stake in a 
US$3Q0m joint venture with 

Texas Instruments to manufac- 

ture dynamic random acc es s 
memory (DRAM) chips, plus 
NT$L2bn expenditure on land 

for new headquarters outside 

Taipei. 

A US$20m manufacturing 


s&m 

“SA*-'.* 



Acer chairman Stan ShDi 


plant has also just opened in 
Malaysia. 

“It’s time to digest and to 
integrate all our investment 
efforts, which have bear too 
aggressive and expensive 
because growth rates have mot 
met our expectations, says 
Shfh. 

“Profit margins are too low 
.- they .were almost zero last 
.yea r - so we must be more 
conservative,” 

He expects lari year’s pre-tax 
earnings of US$6.4m on total 
revenue of VS$B89m . (down 
from U5$27 J 8m on US$53 Im in 

1988) to improve to only about 

US$15m tins year on US$90Qm 
turnover, 

“to the past two years we 
have expanded too quickly 

the personal Computer indus- 

try fa not so strong as before,” 
says Philip Peng, Acer’s vice 
president for c o rporate finan ce. 

“Last year we easily raised 
NT$4.6bn in the buoyant Taipei 
capital market This year it fa 

difficult to raise money in 

Taiwan or, after the Gulf crisis, 
internationally." 


Sales last year were split 
roughly equally between the 
US. Europe and the rest of the 
world, including Taiwan which 
accounted foraboiit 12-15 par 

c ent . 

. But Fang estimates , the US 
share will fall tb 20-25 pear cent 
.this year because of problems 
Acer experienced selling 
through general dealers before 
it bought Altos. . 

The target at ; Altos, which 
made . a, USy -lm nine-month 
taMatoiverJte^k to. produce 
betweefP UKt3m and US$S&i 

profits in the first year of 

Acer’s ownership. 

Economies Turve been mate 

by combining the two comp* 

nies’ component purchasing 
and cutting some duplication 
of research and development 
efforts. ■ . 

UnhkB many Taiwan compa- 
nies, Acer has diversified from 
original equipment manufac- 
turing (OEM) for sale under 
other companies’ labels to own- 

name brands of equipment At 

present, 45 per cent of produc- 
tion fa .OEM and 55 per .cent 
Acer label. ■ 1 \ ; 

Shih says he prefers' to keep 
a substantial OEM business to 
help maintain volume produc- 
tion and to enable him to reap 
the benefit of other companies’ 
marketing skills, which he 
ackowledges is not an Acer 
strength. 

Sh flt’s ambition fa to create a 
“truly global company” and 
that requires a substantial per- 

sonal computer manufacturing 
centre in Europe before 1992 - 
which Acer has been c on sider- 
fog for some time. * 

Whether that comes about 

depends oh prospects in the 

world personal computer mar- 
kets and on economic and 
financial prospects interna tion- 
ally and in Taiwan. 


BRITISH EXPORTS TO TAIWAN 
ARE BOOMING 


1986 

£165 Million 


1987 

Million 


1989 

£407 Million 
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INVESTMENT OVERSEAS: Peter Wickenden 

Industry looks abroad 


FINANCE: John Ridding 


Primed for expansion 


IT IS not uncommon to see 
trucks loaded with an oily 
assortment of used, machinery 
facing in Hie gener a l direc- 
tion of the coast. Although 
many of the small factories 
they come from have seen 
their heyday, th ere m m ;hhie) 
are sat scrap. The destination 
in most cases is the n»in«M> 
mainland and tbs other rela- 
tively low-wage countries 
around Asia into which 
Taiwan is pouring manufactur- 
ing investment 

Individually .these are 
mostly small-ticket, law tech- 
nology, labour-intensive pro- 
jects. But so tar they have fea- 
tured more prominently in 
Taiwan’s outward investment 
than tbe mors glamorous large 
buyouts of hi-tech companies 
t hat h ave begun to occur in 
advanced economies. 

According to the economics 
ministry’s Investment Commis- 
sion, approved offshore invest- 
ments by 180 Taiwanese com- 
panies totalled a record S833m 
in the first seven months of 
this year, a 261 per cent 
increase on the same period 
last year. QfflHwia believe ^ 
the actual total may be seven 
to ten times that. 

A breakdown of the figures 
showed the US to be the most 
popular target, with 61 pr o j e c t s 
worth fgfiim, followed by the 
Philippines with 15 projects 
totalling $122m. Malaysia. 
Thailand, Indo nesia and Hong 
Kong (which probably means 
mainland P.hlna) also B»m> 
high on the list 

Taiwanese industry has been 
spreading its wings abroad 
since the 1950s, but only since 
1988 has there been a rapid 
increase. For small labour-in- 
tensive companies struggling 
to survive the move offshore 


favours investment in low- 
wage areas so long as the com- 
panies “leave their roots" In 
Taiwan and use the breathing 
space and profits to upgrade 
production at home. 

The vice economics minister 
P-K- Chiang says he suspects 
that most of the 1,000 compa- 
nies that have moved to China 
are short-term opportunists 
who will pack up when wages 
begin to rise there. The minis- 

Industry has been 
spreading abroad 
since the 1950s 

try has therefore proposed that 
indirect investment in China 
only be allowed for low-tech 
products in which Taiwan has 
already lost competitiveness. 

According to Taipei’s main 
economic think tank, the 
Chunghwa Institution for Eco- 
nomic Research, Taiwan com- 
panies have already invested 
Sl_2bn in the Chinese main- 
land. For strategic and political 
reasons Taipei would rather 
see the current “mainland 
fever” among Taiwanese busi- 
nessmen cool off more 
investment flow to other Asian 
countries. In the absence of 

formal iti plnmotir ties, Hw pay- 
off is greater substantive recog- 
nition for Taipei and thus 
points scared in the battle for 
regional influence between 
China’s political clout and 
Taiwan’s piles of cash. 

While investment in develop- 
ing economies may help 
Taiwan companies preserve 
market share and cut costs, 
they do not yield the greater 


nmngpmwirf expertise or tech- 
nology needed for long-term 
growth. Larger and more for- 
ward-looking companies in the 
electronics, consumer goods, 
processed food and service 
industries are at the same time 
Tfiakfog strides in the US. 

The last two years have seen 
three major US acquisitions by 
Acer, the island’s hugest per- 
sonal computer maker (see 
Page 4). the purchase of Wyse 
Technology by an investor 
group that included Taiwan 
government funds, and most 
recently the purchase ot Wya- 
dham Foods, a major biscuit 
manufacturer, by President 
En t er p ri ses (Page 4). 

Merger and acquisition spe- 
cialists say cash-rich Taiwan- 
ese companies have made 
unsuccessful bids for many 
morn, often ailing, US con- 
cerns. The analysts make a dis- 
tinction between Taiwanese 
companies that want to 
become global by expanding 
vertically and transferring 
technology and management 
back home, and those with 
more ambitious but lass 
focused plans. 

Bunnp ia y of the l atter may 
include Tuntex, a large con- 
struction and textiles group 
which Ham j w mpwi Tn+n bank- 
ing by buying up eight trou- 
bled savings and loans institu- 
tions in Texas. The company 

aim arnirnmcod ftflfjjy thlg 

year a plan to spend $280m 
buying six US hotels that 
would form part of an interna- 
tional «tiH no less than 
glOba on a massive real estate 
project In San Frandsco. 

Securities analysts say Tun- 
tex has over-extended itself 
and has been scaling its ideas 
down after the Taiwan stock 
market's hig folL 


Meanwhile China Rebar, a 
steel and construction group 
with no previous experience in 
the financial sector, acquired 
Omni h*n k in fiaHfrrrp to , and 
intends to integra t e it with a 
htmfr that it hopes to start in 
Taiwan next year. Local 
experts say that a better way 
for Taiwanese companies to 
gain financial expertise would 

be to take a stake in a success- 
ful foreign bank rather than 
Tnaktt an o utri ght acquisition 
of a small and shaky one. But 
they concede that it is not in 
the nature of the nhhvM to 
share control. 

Due to Taiwan’s kmg trade, 
educational and political ties to 
the US. its industry has been 
reluctant to move into Europe. 
An endless stream of delega- 
tions from EC states give semi- 
nars in Taipei in an effort to 
aUrtiWl marn ifti n tp riii g and dis- 
tribution investments. They 
point out that the EC now 
awwipfai for more fl ia n a 
of Taiwan’s total trade, and 
that the sing le European mar- 
ket is dose. 

According to official figures, 
250 Taiwanese companies have 
invested $LUm in the US since 
1959, 375 companies have put 
f760m into Asia, while 52 com- 
panies have invested fwatm fa 
Europe. Although these figures 
are seriously understated, the 
proportions are good indica- 
tors. So far, only Tatung, an 
electrical appliance manufac- 
turer, has made a significant 
manufacturing investment in 
Europe, but other companies 
are snowing interest. 

Semi-official representatives 
of European countries based in 
Taipei say hopefully that they 
expect to see a last-minute 
surge of Taiwanese investment 
in their co u n tri es. 


STOCK MARKET: John Riddin 


Curb on housewife’s choice 


THE TRADING roam at Ting 
Bong securities in downtown 
Taipei has been unusually 
quiet In recent weeks. Inves- 
tors, stunned by the 70 per cent 
riorHnn in the market index 
since February, watch the 
ranks of screens hoping for 
rig™ of a revival. 

Even by its own volatile 
standards, tba Taipei >m« 
seen a remarkable year. From 
ajjlgii of 12,495 paints an Feb- 
ruary TO, the market plum- 
meted to a mere 3,135 on 
August 24. In between, the 
individual investors who domi- 
nate trading have engineered a 
series of wiariinmw daily rises 

and falls Hp m mng fhr th*» tail- 

spin are nu mer ous. 

The liquidity boom fuelled 
by the economy’s huge trade 
surpluses between 1986 and 
1989 has been dampened by 
overseas investment flows and 
a sharp contraction in domes- 
tic monetary policy. An esti- 
mated $8bn of capital flowed 
overseas in the first half of the 
ye&r, while the effects of 
Increased bank reserve require- 
ments have become clear since 
the beginning of year. 

Also, a government crack- 
down on underground invest- 
ment h flinMfl, which used tiwir 
financial power to manipulate 
the market, prompted a further 
flow of fluids. 

The economic news has also 
been gloomy, in Taiwan terns 
at least GNP growth is fore- 
cast at a relatively slow 4^> per 
cent while corporate pre-tax 
profits, excluding the financial 
sector, fall by an average 31 
per cent in the first half of the 
year. But many analysts 
regard the market’s decline as 
a necessary step with some 
beneficial effects. 


“This is part of the maturing 
of the Taipei market," -says an 
analyst at one of the largest 
domestic securities companies: 
“All markets go through an 
adolescence, hi Taiwan is 

particularly painful because it 
has been even more of a casino 
than most 1 * 

How much this year's 
rfprfiiy> will damp en the Tai- 
wanese appetite for gam Ming 
is certainly open to question. 
But Taiwan's speculative ten- 
dencies will also have to can- 
idjmf with the of 

The Taipei index 
has seen a 
remarkable year 

the authorities to create a 
more stable market. 

In particular, Wang Chien- 
<PiiAn the new finance minis- 
ter, has a number ot cards up 
his sleeve. Perhaps the most 
important Is the opening of the 
market to foreign institutional 
investors, a move aimed at 
allowing an influx of relatively 
stable Investments. Under pro- 
posals issued by Taiwan’s secu- 
rities and exchange commis- 
sion, selected foreign 
institutions win from the start 
of next year be allowed to 
Invest a combined 9151m In 
Taiwan’s equity and bond mar- 


Foreign institutions will 
each he allowed to own up to 5 
per cent of any one company 
and total foreign ownership of 
Taiwanese companies will be 
limited to 10 per cent of equity. 

Such a move is generally 
welcomed. Local brokers and 
investors see an opportunity to 
resuscitate the market while 


foreign investors have long 
expressed interest In gaining 
acces s to one of world's most 
dynamic economies: “With the 
mark et currently in the dol- 
drums, average price gwrninp i 
ratios of less than 20 per cent, 
ami good long-term prospects, 
the Taiwanese market is 
looking fairly chea p," says one 
analyst at a European securi? 
tiaw c ompany . 

But a number , of in s ti tutions 
have also expressed reserva- 
tions about regulations 
included in narfcet- o pentag 
proposals drawn up by the 
Securities ami Exchange Com- 
mission. hi particular, they die. 
like the c ondit ion that they 
can remit profits only once a 
year and must keep their prin- 
cipal Investment sums in 
Taiwan for 12 months. How- 
ever, Wang has indicated that 
amendments to these require- 
ments could still be made. 

In any event, foreign institu- 
tional investment alone will 
not cure all the market’s IDs. 
The gover nmen t has also bee n, 
cracking down on underground 
investment houses which have 
used their enormous foods to 
manipula te th e mark et, fuel- 
ling huge swings from one day 
to the next The g overn m ent 
has done a good Job iu de flnrin g 
this problem." argues one local 
broker. 

Other measures to remove 
the speculative steam from the 
Taipei bourse include the 
imposition of a 0.6 per cent 
transaction tpx, a factor in the 
market's plunge but also a 
dampener an the rate af share 
turnover. The cabinet has also 
approved plans to allow up to 
20 per cent of the state’s 
NT$40bn pension fund to be 
invested in the market and is 


considering expanding the 
number af mutual trust flirwfe 
All these steps reflect a 
broader need for a shift hi the 
balance of trading power away 
from individual investors who 
hold about 50 per cent of 
shares wyramt for about 
90 per cent of trading. The 
opening of the stock market to 
foreigners is itself a reflection 
of the weakness of domestic 
financial institutions which 
have been nmMe to offset the 
influence of private investors, 

. jwrfnHtrig housewives. 

Tn fltiwrt and rumour rather 
than corporate analysis play a 
larger role in these people’s 
investment decisions: "I think 
they know the names of the 
companies they are investing 
in," says Tarn: "But they don’t 
know what they make or what 
their commercial prospects 
may be.” 

At the moment their 
instincts are probably that the 
bottom has been reached. Most 
analysts would agree: "We 
think a bottom is now form- 
ing," says Sunny Chen, Presi- 
dent of WX Carr in Taiwan. 
The huge capital outflows of 
the first half have started to 
slow, the Impact of tighter 
monetary policy has now 
largely been accommodated, 
while the crackdown an under- 
ground investment houses is 
nearing the end 
The guff crisis, with Its 
implications for world eco- 
nomic growth and Taiwan’s 
export dependent economy, 
remains a big question mart, 
but with the index already in 
th e doldrums «nd with the 
prospect of foreign capital 
flowing in, the housewives at 
Ting Kong securities are soon 
likely to be busy again. 



TAIWAN’S FINANCIAL sector 
has long been the poor relation 
erf the real economy. While Tai- 
wanese ' industrialists and 
exporters have expanded 
domestic manufacturing bases 
and moved with such impact 
into overseas markets, the 
country's financial institutions 
have lagged behind both in 
terms of sophistication and 

But change, albeit gradual, 
is now underway. From the 
stock market to the banking 
sector the government Is 
implementing a policy of Bber- 
aliaation and reforms aimed at 
creating more powerful and 
pfiyjpn* htwiwHhI institutions. 

“We would like to be one of 
the financial centres of Asia,” 
says Wang Chien-Sbien, the 
finance minister, "so we have 
to liberalise pur markets." 

As a result, and alter several 
faiap dawns, the government is 
set to allow foreign investment 
in the stock market 
Plans submitted to the cabi- 
net for final approval - expec- 
ted by the year end - will 
allow np to $2.5bn to be 
Invested in local co mpani es. 
Each institution will be 
allowed to invest between $5m 
and 350m and foreign owner- 
ship will be limited to 10 per 
cent o f the equity of any local 
company. 

At the same time, the gov- 
ernment Is taking steps to 
increase competition, in the 
domestic banking sector. 
Minority stakes in the three 
commercial banks — Chan g 
Hwa, First Commercial and 
Hua Nan, which dominate the 
industry with combined depos- 
its equivalent to about 40 per 
cent of the island's total — are 
to be privatised and regula- ' 
tions are to be eased. 

The planned flotation was 
hastily postponed because of 
the recent sharp fan* in the 
stock market, but will go 
ahead once the bourse recov 

6 TB* 

More significantly, the gov- 
ernment is to issue licences for 
new commercial banks. Appli- 
cations are to be submitted by 
the middle of October and the 

gn y o niTTWmt Jg jibnlng to HwAla 

the successful «ppii«a*wtx by 
April next year. 

The requirements attached 
to the new licences suggest 
that the new entrants are 
going to be formidable players. 
Minirnmn paid in capital has 


been set at NTSUftm each, at 
least 20 per cent of which will 
be open to the public through 
share subscriptions. (Sven tbs 
stringent requirements, even a 
small number of new banks are 
likely to have a substantial 
impact on the traditionally pro- 
tested sector. 

C-S. Lo, chairman of Chang 
Hwa Commercial Bank, says 
he supports the introduction of 
new banks and welcomes the 
challenge. But he expresses 
concern about the impact of 
increased competition while 
commercial remain In 
the public sector. "Under the 
present regulations we 
develop our business with a 
free hand,” he says, citing gov- 
ernment control over the num- 
ber of staff, budgets and remu- 
neration levels for bank 
employees. 

“Some of our well-trained 
employees will be scouted by 
the ne w ban ks,” he com platnB . 

New services are bring intro- 
duced to prevent erosion of the 
bank's NT$450bn of deposits, 
says Lo. These include the first 
24-hour automatic cash dis- 
pensers in Taiwan. 

Similar concerns are 
eiprensert by Idang Kno-Sbu. 
chairman of the Rhti ^ of C o m- 
munications. who argues that 
the three large commercial 
banks should be privatised 
before new licences are 
awarded. 

Problems of restrictions and 
tite ftwH-ease fa conmetition are 
also concerns for the 37 foreign 

Licences for new 
commercial banks 
are to be issued 

haulm operating in Taiwan. 
"The most stringent restriction 
Is tiw difficulty in obtaining 
local currency funding.” says 
Pierre Cardonne, general man- 
ager of Banque Paribas In 
Taipei. “There is no bond mar- 
ket, so we have to rely on 
deposit taking which Is limited 
by size of the branch's capi- 
tal." 

Other restrictions include 

Hw> whiwIm w of branches. Citi- 
bank, for example, pursui ng a 
strategy of expanding retail 
hawking services, is timttad to 
just two outlets. 

The consensus among for- 
eign hamka Is that Taiwan haa 
become more difficult and will 





-iav .’i 

> - mu 



* ~ ' 


WteigCMen Wen 

become stiff tougher over the 
next few years. 

"Margins are tighter than 
they were in 1967 and 1988,” 
says one, “and the Introduction 
of new banks will make them 
tighter stiff." 

The foreign banks are also 
suffering because of the slow- 
down of the Taiwanese econ- 
omy. Much of their business 
has traditionally been related 
to exports, which have con- 
tracted this year, while the 
near collapse of the local stock 

mnrkpfr anil more iWflcnlt: busi- 
ness conditions hove increased 
the number of ted loans and 
the t* 1 * of dfftwdt, 

But the Mberaliaaflrai of the 
domestic sector should also 
bring opp ort u ni ties to foreign 
banks, changes made earlier 
this year In the ministry of 
finance’s banking guidelines 
have allowed wider activities 
in the securities and trust 
hanking sector, while the ratio 
of d epo sit s to capital has been 
increased from 1245 times to 15 

♦faimw- The planned e panfng of 

the securities to foreign insti- 
tutional investors is also wel- 
comed. ‘ 

At the same tim e, thejproa- 

r of increased competition 
corporate baakmg is 
prompting foreign banks to 
diversify their activities. "We 
hope that bus iness es such as 
wan flywi acquisitions, pri- 


vate franking and euromarket 
business will compensate for 
any loss in our present reve- 
nues,” says Cardonne. 

The prospect of a more diffi- 
cult business environment has 
b»r> a factor in a number of 
decisions to close or reduce the 

size of operations. Chemical 
Hawk of the US Is closing Its 
branch n ffj flg while Chase Man- 
hattan is selling its credit card 
operation. 

However, these moves are 
bring offset by new arrivals. 
The most significant is the 
opening of a representative 
office by the Bank of Tokyo, 
which is overcoming diplo- 
matic sensitlvites between 
Jqpan and to join Dai 

Japsmesffiank in Taiwan. 

In a reverse move, Chang 
Hwa Bank, has opened a repre- 
sentative office in Tokyo, 
reflecting the growth in over- 
seas operations of Taiwan’s 
banks. "Taiwanese banks 
«hwnM be more active in sup- 
porting the overseas activities 
of manufac turing companies,” 
argues Lo. who foresees a 
greater international expan- 
sion following the relaxation of 
the g over nment' s tr aditionally 
tight control. 

Tike the other steps towards 
financial liberalisation, greater 
international exposure will 
take timi» to develop. “The 
nace of liberalisation has been 
fairly slow,” says cme foreign 
banker, "but it is a complex 
issue and the authorities are 

International 
exposure will take 
time to develop 

probably moving as fast as 
they can." 

Wang expresses a similar 
sentiment “We want to go as 
fast as we can," he says. "But 
we have to go step by step and 
we must be earefuL" 

As a result, few believe 
Taiwan will represent an alter- 
native regional financial centre 
by the.time Hong Song rev erts 
to Chinese rule in 1997. "We 
need to see free capital flows 
and currency converts bility 
before Taiwan can develop as a 
regional centre," says E.M. 
W illiams, country sector execu- 
tive at Citibank. "In this 
respect Taiwan still has a way 
to go." 


WHICH OF THE 
FOLLOWING IS 
RIDICULOUSLY TRUE? 


A. Snmo is a form of baBet 


B. Big Ben is in Paris * 




C. Taiwan Is not in GATT 


D. Kangaroos deliver mad in Australia 



It’s silly, but “C” is the answer- The 
world’s 12th largest trader has been needlessly 
excluded frqrn the General Agreement on Tariffs 
and Trade, or GATT. 

And that’s not alL The Republic of China 
on Taiwan also possesses one of the world’s 
largest foreign exchange reserves (US$70 billion), 
and has Asia’s second highest per capita income 
(US$8,000) and is the second largest. foreign 
investor in Asia behind Japan, ■ ‘ - J 

The facts make it hard to believe Taiwan 
is not in GATT. But not for not trying. On 
January 1, 1990, Taiwan formally applied to 


enter GATT as an independent customs territory, 
under the names of the territory it controls 
(the islands of Taiwan, Penghu, Kinmen and 
Matsu). That should have eliminated any political 
hassles, since Taipei’s arch-rival, Peking, had 
insisted that Taiwan could not enter GATT as 
a nation-state. 

Then Peking retrenched by asserting that 
Taiwan should not enter GATT until Peking 
qualifies, whenever that might be. 

Think about it. A GATT without Taiwan 
is like London without Big Ben. Sounds 
ridiculous to us! How about you? 


a BEPjjSUC AF CWHA 

Let us surprise you! 






The new Saab 9000 2.3 Turbo. Pure power by Saab. 


The new Saab 9000 2.3 Tumo. Fmfi ti om : Approx. 20% Ayrrar of hydro carbons and ni trogen 
5.9 sec (4th gear), 80-120. 7.8 mc (5th gear), 0-400 8.0 sec. Torque: 330 Nm (DIN), 2000 tpm. 


eompBred to our 150 Up version. Fad consumption, 90 km/hi HlgW-y 0.71. dty US, combined 036 1/100 bn (KOVFS 1988:1). Ptefarmsmoe: 60-100 km/h. 


The new Saab 2.3 Turbo— an engine which combines emission 
control with the latest power enhancements. 

With 200 brake horse power and a new generation turbo char- 
ge^ it has greater force than most high performance cars when 
overtaking. 

The driving power goes from 80—120 km/h in only 7.8 seconds 
(in 5th gear), and delivers maximum torque at 2000 rpm. 


Remarkably, this turbo engine is also one of the most civilized 
members of the Saab family, with a fuel efficiency roughly equal 
to the 150 bhp injection version, and with a 3-way catalytic con- 
verter without poisonous war m ups. 

Imagine, more handling power without more cylinders to feed, 
reducing both overtaking time and pollution. 

The new Saab 9000 2.3 Turbo. Its pure power and pure pleasure. 


80-120 km/h in 7.8 sec. 


For more inforoa ticp c ontac t: Sub Response Service 5-fill 81 Nyfcftping, Sweden. Fne 4-46-155-44527. Eligible for a tax-free Sub? Saab International and Diplomat Saks. Fsc 1 46-31 492381. 
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orMkfcaalL, 
BhtMkmalSB* 


jibing. business in France 


Aglor 


business 


J & fe tf— fiat- becaifto we 

were siwwM Iff BiibMB, w 

manlfl ; wfoJtWe, ■ 

done in France. where va.*ar 
PotentiaOwHawcL-foe jumt . 
was ttoite-tfevaoped. Btf.tt ft 
far- barder-fiati ,yg .fogqgh fc* 
ap> , 

Startma; franuBdedcffictiiii 
raSraf J&aSs tmp jvan ago. 
Earn Cdfriftr, ifae ixwmg . Brit- 
ish company which Bdzstehi 
vodiMoc; jUiRjbaa. •i3wB«fcin 
foortitiesj servedby a French 
salesforce, asl» ^{feE.tent 
ifai^ ottbe^wlim {MU jso> 
ks&Bafclt iknot-neariy enough 

r- nn^ Bnwi flfltHhuf n JjBQfjj- 
amrextigaiB-stfll tafliig more 
gi£i budgeted fori - . . -. 

. What i» did notfaresee was 
that FrencM Jnobfie plume 
prion wriBft Mate . sp tahajf 
iq tbe-fanovongtwo years.' 
Worse^ li e Tnarfcfet showed 
noOring Stahfift growth. In .the 
OK- ^hetamm-.jol ihe govant 
tit feeeging ji 

ftnvrrinMfe nefawaa: ::...- 
:.ff#v6n amcete ctonce;Km^ 
i{Wtf jrifttli' & jfttiUd hstfc 
etjme Imrith aFra&dz partner; 
rather than trying to manage 
stn^S^EbSndeS only fimr 
week fizErarica: ... _• 

--Yet -fta# ft no qaestioa of 

RhwtJi Wlnltfr ji Hffing tiw* p tn p 

"Ff0Bi.here an it starts to get 
tetfittv*: says -MnMxL The 
next Jamatetfon ot .mdbOa 
Chattel By -Anofinr. frM <w g mi in j 
next yedr,"wfli kqoofiae ranch 

m nw nr^ itf flwwtrf^ wi p i^ 
fty^ ^ .in^ Hie present 
geri&fttiart-i= wSi ft* o tirapgfl - . 
5B6 ... - . . 

Bam Cenulm's tdih nd 
tribelhtiohs in« echoed by 

SnBraft: * gqymifth mwfcfr of 
bottlri-ciii near: Tetxlcm «£ 
W m nmilr PTiatHcprf^ jf Rwrimu i 

plastte raooifex in a 

Avoid? nofth-feftst&R France, 

ftflit rf ' BhwhH CQ®- 

patty. owndd By the giant 
Unfle# K(per Jfclte wSSt 

LytiSitf fb#aduoiflaa& toffla- 
ing « new plant at PAmpey in 
tfigitetfu *::• : • •-•o. 

AH.fihif uew&imMs gota 
fta^'4ram--MsdM- 4REt 

most A.ilSft fltihd ft hffifief 
than exjx&dd-toifedfce Bead- 
tv&y«Jhcfe estaBHShedjAGiily 
t#e,Baflat^c^fid HAmmcr, aw 

tewtf pfeflft, «s 

thg ibe$}tf&3e cdbtnf 
pcife portion tb m Em&m 

^^M'Sd^'ieftyiiBtiiar file 
WndbM that’-they -did 


Triomphe over adversity 

Newcomers generally receive a warm official welcome but, as William Dawkins 
explains, they will probably encounter more difficulties than they bargained for 


enownter were of their own 
making, simply .the kind ..of 
PtotSem foreign investors .can 
encounter anywhere, or flaws 
Ina French system that test® 

WMtiHf t Owanh «nn mw <p H b- 

entf ftm . Bat .the -general 
impression is that France’s 
nrfpd economy b a r b o ng an 
wtegivlag market, m which 
the, r ales of the game may 
come under the of 

G litical decisions which are 
Id tor newcomers to spot in 
advance. In two cases mofafla 
phones and bottle tops,, the 
French, market was as fragile 
that the arrival of a newcomer 
spdriued a sharp fall in prices.. 

Kegional . development 
mthflriUeg fall mar thaMBlw a 

to entice the. newcomers with 
grants .and. fix, op tsoflc cam 

tacts, earning high praise from 

Rjtflatatf; SofaCfl.6 Hrttn- 

mer; However. Raflatac and 
Sofscap, received gener ous 
offers of aid far mnsnttShle 
lyiCTt i inwfl '. in. economically 
depressed or remote, toss, a 
classic trap of regional policy. . 

. .They .both, refused . these 
incent i ves in favour of less aid 
to «w »ti i*w*i'iiy sensible spots 

imH «tp thmilLft)! tKa y w wHa 

that .deriahai. -Tto amount -of 
tSA persuade ns. to gp 
where tiu transport costs as 
toeadwy" sayft St^hans Jan- 
sen, Safiecap’s ftrector. Hont 
mer-akne got investment aid 
fir Its ffist choice of location 
- n ent-to tts main po jyeth yi- 

iiy tuHi iilUT tipflr ito FflUCO* 
Co nnaii . 

B tfhtac chose to bofid Us 
flrSt French plant in Lyon 
tinae years ago singly to get 
easier Access to southern 
Enrepeu. i. 

By ctetfrast, ite-<tocfadbn to 
cgenatfecond plant near Bom- 
pey/to Lorraine, JaA Ss roots 
to a goBtfeaTfe- OTM had 
totobfted the French govern^ 
toantltwiAdd create. 100 jobs 
fttfte re^on ha a qttid pto qao 
two years ago for being ' 
allowed to ray StrftceZ, a 
French, paper mill, there. 
^Slnce BaQatac had bead pushr 
fog ito mdre capacity, the UFBf 
presideht SHld QK, you do ft,* 
toys Jtihn Lassenms, cfedrmai t 
of •Raflafee’S ttaapey plaht 
La M s cidHi s, fottnetfy a mill 
manager 1ft- -Finland, was 
hti&SbS-hy o f fers fhnn-zivai 
devtio^nent agencies to act vp 



in the most economically 
depressed part of the region, 
the remote Vosges MBs. 

.After some internal debate, 
T3ZW supported Haflatocfa pref- 
erence for Pdmpey, where the 
regional aid is lees gen ero us 
but indtbnray connections are 
second to none. Otherwise* 

Wwflntjw- Kaa l i t w i left tO Wiwl 

its own way in France with 
minimum interference from 
comnanv or ■mtSona'i no l l tt ra. 

Yet getting established ft 
only tire start of the battle. 
“Once you are in, tiun your 
troubles start,” says Timo 
lUmi ma nag er of Baflatac’s 
Lyon plant. He and his col- 
league Lassehins have h«^i 
very different experiences in 
fliw&ng n taff_ LiXe aU the new- 
comers, they needed to look 
hke aFranih company to their 
customers, which meant hav- 
ing a French safes force and 
junior management. 

Niami pocked up the core of 
Ins lfretrong ternn from a loc^ 
papo 1 maker that had dosed 
dowm Lassmrinsi however, had 
no mich luck for . his rather 
larger operation, which now 
221 told wffl need ^100 
by the time the factory is 


Bntehed next year. Be used a 
local recruitmeht office, which 

fe nnrf It bar d to a a H afy liU dm. 

htest requ ir em e nt that camft- 
dates speak. English, the 
group’s main language 
- “They .presented five or dg 
candidates for one job who aS 
claimed they were English 
speakers, but turned out not to 
be up to it . I could have used 
an fn***™* * ^^ **! headhunter — 
jbut they are all based in Paris 
and cost a fortune," says Las- 

wwitim. 

Kdlher did French manag- 
ers like taking psychological 
tests, obligatory at Raflatac. 
“We have a lot of democracy 
and freedom, For that you need 
a special type of person," says 
Lassenius- ..... 

Local suppfters also had to 
adjust to B aflatac’s manager 
ment structure.^ They were 
used to deafing with the top 
man in typically hierarchical 
French companies,, and found 
it hard - at first - to accept 
large orders frcnn young inaxt 
agars in. the decentralised 
Finnish newcomer.- ... 

. “They would not behave, that 
pur. French units had ties light 
to buy, rey, FFr 3m worth of 


madiines, so 
foxes to our in Fin- 

land," says Lassenins, who 
says colleagues at Strecel had 
the same experience. 

Hammer also chose its 
French location for ah unex- 
pected reason. It set up. over 
the French side of the German 
border five years ago* not spe- 
cifically to %U to France but to 
benefit from cheap French 
nuclear-generated electricity, 
low labour costs and cheap 
property prices in the former 
steel and coal producing region 
of Lorraine. 

_ Edda Hummer, the owner 
and. chairman, reckons her 
costs are on average 30 per 
dent fess than they would be 
just Utkin away in Germany, 

where she sells 70 per cent of 
output. Around is German 
companies near her have done 
the same and cleverly played 
oh the differences of costs just 
over the frontier. 

Hummer’s only gripes are 
the fact that customs costs 
; the need to have an agent 
Germany take up to 5 per 
cefo other. t ur nove r - a cost 
which In theory should be alle- 
viated if the European single 
market really succeeds in 
removing her local frontier 
post. “We paid FFr 120.000 to 
easterns fines in our first year 
because we could. not under- 
stand the regulations; Since 
then, 1 am glad to say* we hove 
received a bit more under- 
standing from the local direc- 
tor of customs,” she .says; 

Saftcap, tim Spanish maker 
of PVC wine-bottle caps, 
crossed the border three years 
ago because ft saw little room 
for growth beyond its. 60 .per 
cent share of its home market 
Chastened by the bit* failure 
rate of Spanish «w«i| business 
iwwtiH i Hitii InFrance. fafaw * 
prudently reenmeda French- 
man, to bead the. predecL Jan- 
sen, a Conner licSfosey consul- 
tant, was then running the 
Barcelona office of Datar. the 
French regional aid agency. 

Having invested FFr 10m in 
tts.new plant, Sofacap is only 
just starting to break even. 
“We have lost FFr 3m over the 
pest three years. But ft’s the 
putty ticket. that. we. hove to 
buy,” says Jansen, who reck- 
tms henowibab is. per. ceiit of 
the French bottle-top market. 


On top of this, it took for 
longer than expected to 
acquire customers. Jansen per- 
sonally visited at least 600 pro- 
spective climns in his find two 
years - mainly «mall wine 
merchants - and by 1988 two 
thirds of his turnover was still 
coming from just one cus- 
tomer, the Intermarchd super- 
market chain. “They most get 
to know you. What made ft 
harder was that because prices 
Were falling, they were only 
prepared to buy in small lots,” 
he recalls. 

“1 irnd^re* fiTTi«tP ri tiw differ- 
ehees in the quality of the 
product required and in the 
amount of competi- 
tion ... Even if ft Is only 200km 
away from Barcelona, it's a 
completely different market," 
says Jansen. 

Beyond the shock of adjust- 
ing to the French market’s me- 
dal qualities, several busi- 
nesses mentioned specific 
problems to do with hanking, 
regulation and legal affairs. 
Red tape was onerous, though 
none of them found it a deci- 
sive burden because they all 
hired advisers to handle 
mimlafttratton. Hummer jokes: 
"I would say France has many 
more regulations than Ger- 
many, but they are not so 
heavily enforced here.” 

Even with a French adviser 
in the background, Euro CeQn- 
lar ran Into a potentially 
expensive l&al problem when 
ft fired a salesman, only to find 
that he bad the right under 
French law to claim for loss of 
potential earnings to 
his clients with him. 

Raflatac, meanwhile, was 
disappointed to find that banks 
did not pay interest on. inter- 
national fund transfers held, 
overnight, a service quite nor- 
mal in Finland. It was sur- 
prised by the complex matrix 
of soda] charges and local 
taxes - “the most complicated 
payroll I have ever seen,” says 
Raflatac ’s data processing 
manager. 

In general, these teething 
pcoMems.have done nothing to 
weaken the newcomers’ con- 
victions of the importance of 
the French markets. Euro Cel- 
lular plana to open four more 
stores in the next 18 months - 
this time as franchises; Safocap 
is about to raise venture capi- 
tal to fond its ag panwhw^ while 
Hummer believes ft can double 
its sates in the next few years. 

The main lesson probably 
applies to foreign investors 
anywhere. New players in 
France will probably need 
more ft™ , patience ami cash 
than they first think. Says Ber- 
stein: “Anybody coming here 
with a short-term view is in for 
a shock.” 


Return to a double- 
headed power base 

Christopher Lorenz oh Hewlett-Packard's 
eleventh reorganisation since 1980 


W hfoa most of America 
was out celebrating 
Columbus Day on 
Monday, many of Hew- 
Irtt-PaekarcTs managers were 
pondering over the implica- 
tion of a major reorganisation 
of the computer and instru- 
ments multinational which 
was announced on tire eve of 
the holiday weekend. 

Oa the surface, the three- 
feceted reorganisation seemed 
straightforward. Find, the com- 
puter business to befog reas- 
sembled into two new units, 
divided mainly on the basis of 
sates channels instead of mod- 
net similarities, as before. 

One unit will now comprise 
workstations, mini-computers 
and networking products, 
which are sold through HP’s 
own sates force. The other will 
include personal computers, 
laser printers and .other peri- 
pherals, which will in f u ture 
be nhirt through dealers 
or as "orighud equipment" to 
other manufacturers. 

Second, a level of manage- 
ment Immediately above the 
computer business has been 
removed, with its bead moving 
into a joint “chief executive 
office” with HP’s chairman, 
John Young. HP has thereby 
re-established in formal terms 
its founders’ tradition of oper- 
ating under doable-headed 
leadership. 

Third, responsibility for com- 
puter sates to befog transferred 
from a separate marketing 
organisation to the two new 
business units; this represents 
a sharp shift in HP’s matrix 
organisation from its geo- 
graphic side (national and 
regional subsidiaries) to the 
business units. 

HP managers ought to be 
used to reorganisations by now 
- since 1960 the company has 
now “evolved”, as an insider 
puts it, U times. But they were 
right to ponder. For, as with 
IBM and ICFs confusing recent 
c orpor a te reorganisations (this 
page, September 14), there 1s 
much more to this one thad 
meets the eye. 

Fra- one thing, HP revested 
on Monday that the long-stand- 
ing senlm manager who dn Fri- 
day appeared to have been 
elbowed out of line manage- 
ment into a “special assign- 
ment" actually left at the 
Weekend to head a amall com- 
pany. HP holds a stake in it. 


but his denim was a shock. 

More significant are three 
other aspects of foe reorganisa- 
tion, unnt> immwd lately Obvi- 

OUS. First, the new structu re 
partly a n s wer s per sis tent alle- 
gations among Silicon Valley 
ob serv e r of inadequate ores- 

ftmcticmal Go-tirdi&ft- 

tion within HP's computer 
business. It gives the two new 
computer heads, with, their 
separate organisations, almost 
as much power as a controver- 
sial executive, who had com- 
plete charge of HP's computer 
business for a brief period 
between 1962 and ISM, before 
being pushed sideways because 
be had ruffled too many feath- 
ers. He eventually resigned. 

Second, it establishes several 
youngish executives (aged 
between 47 and S3) in competi- 
tion for succession to John 
Young and his coUeagoe in the 
chief executive office (both are 
around 38, and are expected to 
retire by their early 801). 

Third, it takes a very differ- 
ent route from that of IBM 
towards the universal corpo- 
rate goal these days of delay*- 
lng, cutting eosts, speeding 
decision-making, and alto- 
gether getting “doeer to the 
customer". IBM ntpouded In 
July to the computer Indus- 
try's current woes - stagnant 
sales and soaring competition 
- hy patting increased empha- 
sis in fta European marketing 
activities on the geographic 
aide of its *h * f r i» - , 

Faced with much the same 
set of problems. HP has done 
the opposite, transferring 
direct lute responsibility for 
sales from its national and 
regional subsidiaries (under 
the aegis of central marketing) 
to Its business units. 

This apparent contradiction 
between IBM and HP is 
explained by the very different 
organisational directions from 
which they have come to con- 
front theto problems: IBM from 
a centralised tradition. HP 
from a highly decentralised 
one. To inject new energy and 
creative tension into, their 
organisations, the two compa- 
nies need to take apparently 
opposing steps. 

As with the contrast 
between the. restructuring of 
IBM and Id, ft all goes to snow 
that there, is no single formula 
to suit different companies fac- 
ing the nwmfi r linTIrng g. 
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Have a little pick me up before you get 

back to work. 

Iberia'S Business Class always welcomes 
you withaglass of sherry. Ataste of Spanish 


sunshine to whet your appetite for the 
delicious meal ahead. And afterwards 
relax and fake advantage of our unique 
multi-lingual, on-board library. 


Efficient and professional but warm 
and hospitable That's how we think iSI ? 
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Cassettes 
still keep 
the beat 


THE PROBLEM with 
t echno l og ical advances in the 
recording industry is that they 
make lovingly-assembled col- 
lections of magic redun dant. 
Pumhaifin if of compact ril*** 

r rers bare to decide what to 
with their shelves fan of 
vinyl People who have accu- 
mulated dozens of cassette 
tapes over the years have to 
start an over again when they 
buy digital audio tape (DAI) 
players. 

This week* Philips, the 
Butch dednmin group, said 
It had cm answer to the prob- 
lem, at least as far as cassette 
tapes are concerned. 

It announced that it is devel- 
oping a tape player which will 
be to tom rito both <HgW»i 
tapes and conventional cas- 
settes. The digital tapes win 
have sound quality equivalent 
to that of wimpiM 1 * discs. 

Philips f q f fl Hurt tTia Digital 

Compact Cassette (DCC) will 
be available from the begin- 
ning off 1992. Based on a new, 
unspecified, coding technique, 
the DCC players will be 
designed for home, portable 
and in-car use. 

P hilip s iwW Hint as well as 
playing pre-recorded digital 
cassettes and standard anal- 
ogue tapes, DCC owners win 
be able to record on to digital 
quality cassettes. 

Previous advances In record- 
ing technology, such as DAT, 
have raised the Ire of the 
music Industry, which fears it 
will lose royalties through pir- 
ating. 

Philips said, however, that 
the DCC recorders would con- 
tain a device to protect the 

dgfatS Of the music «wnparri*»«L. 

DAT recorders allow nans to 
make one copy off a CD, but 
prevent them from transfer- 
ring recordings Dram one tape 
to another. 

Philips said that several 
major Mwpaniwi were 
participating in the develop- 
ment of DCC. They Include 
PolyGram, a subsidiary of 
Philips, Will aitrf TUir M mimibw- 
Tandy of the US is also partici- 
pating in the development of 

Philips said it was also* 
talking to Japanese electronics 
companies which would help 
with the development cf the 
hardware. 

Michael Skapinker 



PRIVATISATION 


B ritain’s fragmented 
renewable energy 
industry, long noted 
for generating as 
much co n tro v ers y as electric- 
ity, is once more moving up 
th e political aggwriq- 
Faced with the need to curb 
emissions of carbon dioxide, 

toe main Greenhouse gas. the 


to shed its reputation for hos- 
tility to renewable electricity 
sources such as the wind and 
the sun. One of the few new 
targets in last month’s white 
paper on the environment was 
for 1,000 megawatts of renew- 
able capacity to be in {dace by 
toe mid of the century - a 
tenfold Increase, if Scotland’s 
hydro-electric plants are 
excluded. 

But the governm ent’s recent 
renewables initiatives have 
been bitterly criticised by scep- 
tics within the indu stry, who 
warn that electricity privatisa- 
tion could bring l flnther prob- 
lems for the struggling sector. 
Colin Moynlhan, the new 
energy minister, brushes off 
such doubts, iimigtiTig that he 
will champion the renewable 
sector “In order to have a bal- 
anced energy programme, it is 
very important to place empha- 
sis an renewables,” he says. 

Electricity privatisation has 
ushered in a new mrthod off 
subsidising renewables. In 
future, they will be supported 
by a levy on all electricity 
Users, k n o w n jig ilw ngn-fnadl 
fnoi obligation- It will bridge 
the gap between the price of 
generating electricity from 
renewables and the price of 
conventional electricity, as 
reflected in the new electricity 
market or pool. 

The ; first list of p ro j ect s to be 
supported by the renewable 
levy was announced last week 
by the Office of Electricity Reg- 
ulation, the industry’s regula- 
tor. A total of 75 projects with 
a combined nn t pit of 1Q2MW 
have qualified for this first 
round of support. They range 
from tiny hydro projects with a 
capacity of just (MM MW to an 
established waste-burning 
scheme in north London with a 
capacity of about 27 MW. 

New projects which would 


David Thomas on the viability of 
alternative sources of electricity 

A renewed 
source of 
scepticism 

have been on viable without lady critical of the eight-year 
the levy account for more than time Until set an the renewable 


IBM loosens its 


c j rt rr. rrr « i si m i v i 


Dotted among them are a new 
hreed of entrepreneurs who are 
beginning to view renewable 
energy as a to 

money, as much as an ecdlogt 
caUy worthy pursuit. 

Cheshire-based Land HU Gas 
TJrnftgri , for example, mflnag w j 
to secure levy support for eight 
projects for generating electric- 
ity out of gas from waste dump 
sties. Bill Lee, the company’s 
chairman, predicts that the 
levy will help to foster 
“designer waste disposal sites, 
specifically intended to har- 
ness an gas produced, so that 
higher levels off efficiency and 
lower levels of costs can be 
achieved." 


by the 


Ho CnpnrtHrt%) 
26 11 


Hydro 26 11 

Landfill and 

htiww 33 3B 

Waste burning 7 48 

Wind 8 7 


And yet toe process off agree- 
ing first *wtrh of sto m wm 

Hng left an aatonlaWny pw jriiyi 

of bitterness himuch off the 
industry. The most general 
complaint is about too disap- 
Dointlv «anaTi scale: their com- 
btoed output of 102 MW is, 
after all, Iras town that fmm a 
rnnsTl COOMhed -T t a tlmi 

Jim Haffiday. chairman off 
the British Wind Energy Asso- 
ciation, describes the less tf«m 
30 MW of wind energy sup- 
ported by the levy as “embar- 
rassingly small”. He compares 
it with toe 525 MW off wind sta- 
tions already built by Denmark 
and the 500 MW planned by the 
Netherlands for the nHAnn off 
the d ec ad e . 

The association is particu- 


itismtiHKHiH with tha R m w pm n 

Dimmiaiiu p, **Th» 1898 Cllt-off 

will become more and more 
cri pp lin g fog wind energy «nri 
t he other renewables as the 
period for repayment off capital 
becomes ever shorter,” it says. 

Mo re specific cobbwbIi are 
directed at the way the author- 
ities assessed the first batch off 
renewable projects. “The whole 
thing was a put-up job. It was a 
total farce,” says Rupert Arms- 
trong Evans, who runs a Coro- 
wall-baaed hydro-electric busi- 
ness. 

Ar m stro ng Evans had dr a ft 
contracts with South Western 
Electricity, his local electricity 
company, for six small hydro 
schemes. But he says that four 
were deleted in the last few 
weeks at the insistence of the 
Office of Electricity Regula- 
tion. In a complaint echoed by 
many small ele ctricity produc- 
ers, Armstrong Evans com- 

phrfnw of a lack ol info rma tion 
about the criteria used to 
ann paa renewable urdects. 

In the Department of 
Energy’s version, the sequence 
of events ran broadly as fel- 
lows. The government had 
rece i ved details of STD p r oj ect s 
by a n i i w m i) when the fin* 
call for proposals was madR, 
although some of these were 
alternative proposals for the 

««m> «tte 

Two developments served to 
weed out some off these pro- 
jects in the early part of . this 
year. First, it was indicated 
that eligible projects would 
have to produce electricity at a 
long-run average cost of not 
much more than 6p a unit 
(kilowatt/hour) — compared 
with 4p-4£p from a new coal- 
fired station. Second, at Brus- 
sels’s insistence, the levy was 
to be phased out after eight 
years. 

These conditions scared off 



Europe’s largest wind turbine. In Cwmarfhen Bay, Wales 


some projects. Eventually, 
some 240 were sent for consid- 
eration to April by the regional 
electricity companies, which 
scrutinised them on torfiwteai 
and ftoenclal grounds. Draft 
contracts wore signed late this 
s ummer by the regional com- 
panies with about 100 projects. 

These 100 projects wore for- 
warded to the Office of Elec- 
tricity Regulation which 
screened them for technical, 
financial and environmental 
acceptability. The regulator 
then gave his blessing to toe 
final 75 last week. 

This nnuih er wimg procedure 
seems almost tailor-made to 
fuel deep-rooted suspicions 

am ong -many rnnaH producers 
that they are viewed as an 
embarrassing irrelevance by 
the authorities. Tm sure 
they’ve been told to knock out 
as many small producers as 
possible because cf the incon- 
venience," r.iaima Armstrong 
Evans 

The government’s apparent 
BTi gHiiwpiww to announce 
clear guidelines for the levy 
seems also to have set the 
industry's rumour mill work- 
ing overtime. For example, 

many small dflrtHfffty produc- 
ers treated the 6p a mfit target 
as an absolute cut-off point. 
The Energy Department now 

Says tola watt a ml nm uVir g t a rwt . 

tog: some projects supported 
by the levy are pmaratmg elec- 
tricity at more than 9p a unit. 

No doubt some allowance 
ought to be mad* for the feet 
that the Energy Department 


and the industry’s regulator 
were oper a ting a new s y stem 
to tight deaifflnra. The depart- 
ment has announced that a 
second tranche off renewable - 
projects will be supported by 
the levy next year, coupled 
with a special levy at a higher 
rate for wind generation. Les- 
sons learnt tote time should 
allow It to be more smoothly 
and openly a d m inis tered. 

The government is also pfen- 
ning a full-scale review of 
renewables designed to estab- 
fish how they wfH meet the 
new 1^000 MW target by the 
aid off tiie century . Moynlhan 
awna Iwfimiil to l«mrh regu- 
lar tranches of support for 
renewables mfag to«* existing 
levy up to 1998. And he is open 
to the suggestion that the gov- 
ernment may need to * seek 
European Commission s u pport 
for the levy. 

The review will also consider 
the further implications of 
electricity privatisation for 
renewables, since once priva- 
tised the regional electricity 
companies may become even 
mrilnal to qwri valuable 
management time evaluating 
often tiny projects. 

Moynihan is op tim istic that 
renewables could provide 24 
per cent of Britain’s energy by 
the year 2Q2S (large undevel- 
oped projects like the Mersey 
Barrage would account for 
mnrli off that). It remains to be 
seen how t he go ver n ment’s 
new-found enthusiasm will be 
translated i"*n tangible results 
to the shorts term. 


personal computers equipped 
with Micro Architec- 

ture (MCA), according to 
sources dose to toe company. 
MCA, launched three and a 
half years ago, broke with, the 
previous personal computer 
standard for internal connec- 
tions, known as the AT bus 
standard. 

With toe debut of MCA IBM 
mu rift modi Of fiS Intetittorift tO 

enforce vigorously its intellec- 
tual property ‘lights.' By d oing 
so it may have scared off early 
“done" attempts. Market, 
research reveals the 94 per 
cent off the MCA-equlpped PCs 
sold are IBBTs own. • - 

“Over 375JI00 MCA PCs were 
sold in Europe last year and 
355400 w ere IBM’s.” It is not a 
PC market, it is an IBM mar- 
ket,” said Giutio Mated, PC 
strategy director of Olivetti 
Systems and Networks. 

Pressu r e from its customers 
hag convinced IBM that addi- 
tional action is necessary on 
its part to encourage compa- 
nies to in vest in MCA. Without 
credible second source suppli- 
ers, MCA would be branded as 
proprietary. 

“The announcement legitim- 
ises MCA as another open 
architecture to the market. 
Looking down the road, "it 
allows MCA to become toe one 
standard for 1993 and beyond. 
For toe first time it enables 
any manufacturer to 

go out and. build a PS/2 com- 
patible machine without any 
hindrance,” said Peter Hama, 
managing director off Apricot 

Today’s announcement of a 
consortium. the Micro 

rihannoi Developers Associa- 
tion (MCDA), will be made to 
New York by Robert Carberry. 
a technical.. vice president, off 
IBM, and miiin— ■lildlwis uf 14 
other PC makers including 


ThsyoaimtnatwunoutacuDir 
man standard IBM was freeto 

“move toe goal posts”- to mate- 

tain a compe titive advantage 

over other PC suppl i er s-^ - 

"MCA development was 
more difficult because it wasft 
an open standard at the time 

but nevertheless we put in the 
resources and went ahead and 
developed it,?' said Richard 
Stone, PC Marketing manager- 
off Olivetti Systems and Net 
works to the UK. 

“to the short tern MCDA is 
not likely to impact on our par- 
allel product development line. 
It remains to be seen what its 
effect will be in the longer 
-term,” he adds. Olivetti offers 
both MCA and toe enhanced 
industry . standard architecture 
(EISA), spearheaded by Com- 


v^what is. goto# to make the 
fflflnaacs in the longer team is 
how open IBM is prepared to 
come with MCA and how moth 
input we have In the evolntbHi 
of MCA. The same commen ts 
apply to EISA. At tha- aid of 
the day, the market will decide 
toe standard,” says Stone. 

The formation of MCDA fa 
widely in t e rpre te d to counter 
the EISA ‘Gang , of Nine” 
which is also struggling to 
establish Its own 32-blt 
enhancement off the original 
AT standard. • 

EISA was formed by com- 
puter' manufacturers' who 
objected, to the proprietary 
nature off IBM’s MCA riwutgrw 
At the time that EISA was 
formed it was held by Compaq 
that MCA would never become 
a standard and that~a new, 
more powerful standard based 
on toe. AT bus was required by 
customers dependant an high- 
performance PCs. 

Paul Larin 



In the laboratory of a hospital, an OKI Page 
Printer is silently printing important test results. 

In a place where every second counts, where 
emergencies are part of everyday life, the doctors 
have to rely on their printer no matter what. 

But OKls are designed to meet the highest 
standards of reliability. The _ s n 
printing is assured by the """"TjJ 

advanced patented LED ^ * " 

technotogy 

And before leaving the — 


factory, the 3 Page Printers and the 7 models of 
Pin Printers go through 27 rough and demanding 
tests. They’re ready to face up to any real life 
situation. 

So if you're looking for a printer that doesn’t 
require special treatment, you’ re looking for an OKI. 

„ For more information. 

Fi *■* see your OKI dealer He'll 

tel1 ^ ^ prin " 
i P s' ryT tens' superiority in any coev 

L' — / dition is simply a feet of life. 
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A desk and pocket diary set bound in rich brown leather; finished In fine grid 

too Wn gs w ieouipl^ fa toownp wwmts tte ffl box Whether you gtwftto«o ‘think 

job* or keep it for yourself itfe sura to impress. 
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DANSE 


T«, Martha Graham 
re ma i ns the most 

mod e r n (fane^ind 
she is still AattflCTttS 
But what price longevity? You 

don’t need to bang around the 

danrewsrid far Jong to hear 

fff ffte derTtno nf finff y fr y " 

ament creativity and her old 
repertory. ... 

And you'desrt need to have 
wafa&ed her company for 
many years, to gee that the 
talk to justified. M wtfo the 
actress Bette Davis (who, fay 
the way, once etmSed with, 
and worshipped. Graham) the 
more recent foe work, the less 
a udaciou s ftwrf nri gha], 

Beeansd the Graham 
c o mpa n y hasn’t returned to 
Brit ain since 1979, and 
because it still keeps rev ivi ng 
important older works, I took 
ike chance io see * p r ny ywnw* 
of flye works it was presenting 
at the Lyon Biennale de la 
Danse. Perhaps it was m&to 
be expected that Graham's 
late-1940s choreography would 
seem toaatkaMe as 
psychology any more, bat I 
was dismayed to observe how 


TELEVISION 


Autumn spectacles 

A 


na® 

it- SSfc 

two^OTjce. great works, 

,,..^*1811^ Diversion of Angels and Er r and 
into the Maze have become 
distorted. 
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EISA 


3asSf 

AT ‘.iasia^ 

SiSA was hm kl 
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Where I looked for 
sealptargl tension, I found 
voluptuous exercises to 
Graham te chniq ue. The.pew 
luxuriance tarns Graham 


mosoddsat-Axtawl 

snood, half 


Hi e two great ev ents of t he 
T.ynw programme, b««wif»w L 
ware foam the late 1930s. Jrb 
always starting te see Just 
how txEAhanf*s creative " 
greatness was bound up with 
her high K w nM imr — dancer. 
These dances are distinguished 
by the quality of her energy, 
so deariy connected to 
spiritual force. . ' 

Deep Song (ia37) fs a solo, 
powerfully danced now by 
Joyce. Herring; that abstracts 

ftm Kiifflwfapnf S pankh 

women during foe GNU War. 

She Aani^i on, under, 
a bench; it is her seat, coffin, 
cross. Frida and pa in are - 
expressed together from the - 
gut wfth singular m ementom. 

The woman’s spiritism •*.. > 

htjnwiltahto. f- *• -' 



Steps in the Street* made for 
a targe group off woman end ... 
one fr nr ate soloist, is a satte 
of three dances -t 9a*aai«tiep; 
Without FanrilK Exfle -from 


pictures of frm American 
Thirties stSl tfarefe.Feopi* 
retreat; pound, march, axe 
driven atom, renew. 


Soh^f&Ui 
of the dark 


Ifoought 
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Justu am atesawomeuen 
the ?™ve,t*rt bringing a ; . 

bygnue «afa«dtto 

life. 

Alastair Macaulay 


sd stSU they mmm l da oev 
secies for the aatnmo season. 
Of course many are' “new” 
only in th» wiwp that these 
particular episodes are not repeats: 
Canned Carrott (BBCl Wednesday) for 
example takes Jasper Carrott into his 
13th year on television, and switches 
him - unfortunately - from alive to a 
recanted format Carrott was the man 
who began a new series a few years ago 
by wa lking into shot with a working 
television, proving that his show was 
live by flicking across to the other 
channe l s and invfting viewers to check 
for themselves. 

It was a risky but telling restore 
w hich would only be used, one 
assumes, by a true devotee of live 
broadcasting. Sure enoug h the sharp 
edge, that elarnent of danger which 
comes from working without a safety 
net, is now mtesfcng. Last week’s “Swee- 
ney” spoof was nice, with the unini- 
tiated young detectives listening in 
bewilderment to their guvnor’s London 
slang (“We've got a whisper about a 

Sparklers W« g - - tfw r nrrtMg rtmn f rrtm 
my grass. ..Fm not saying a dicky bird 
tm yen give me a monkey* etc). But the 
atmosphere, that tingle which you 


from watching a- stand up 
performing five, had gone. 

H owev er , it is not those returning 
series with which this week’s column is 
concerned but with the genuinely new 


ones, or anyway those font are new to 
this country. The most feet 

about the list is that so many of the 
programmes are Awieriiyw Ttm pyWah 
have always watched American antes, 
of course; thank* to the common lan- 
guage, fra high production values, and 
the powerful cinema tradition estab- 
lished fay Hollywood. 

True, such programmes have invari- 
ably been met by a xenophobic growl of 

sntH -Anwlw miim from wmw, hrrt ever 

since Dragnet and Otmsmoke in the 
1950b they- have attracted teg British 
anrfjgnrg M - main hr rm doubt, became 

the series crossing the Atlantic have 
been the best that America produced. 
Now for the first time, thank* to the 
rapid drain television boon to be filled 
in Britain, we seem, to he getting second 
and third rate American material. Nor 
is it t»mtng wn tally on th« new chan- 
nels. Presumably when Sky and BSB 
bqy up acme, of the better material it 
forces the ted channels to boy from 
lower down the American salesmen's 
fists. 

That, anyway, is my reasoning for 
the presence off Doogte Bowser, ; MD on 
BBCl (Wednesday). Perhaps tire idea of 
a 15-year-old hospital doctor seemed 
good when first mooted, -and maybe a 

lntnf Aiii H lB H i» p>fiyjtenM fiK htowd 

and rather sentimental view of teenag- 
ers «nd femQy fife, hut to titiS T*riH«h 
eye it merely looks absurd without the 
benefit of being truly farcical. Afore 
titan likely foe sale was also helped by 
foe name of the producer: Steve Bochco 
who mate ESS Street Blues. This new 
aerira is not in the aame league: 
Probably Fresno. IQA Monday) 


another series which seemed hysteri- 
cally fanny at the planning stage: a 
saga of inter-family rivalry set among 
the raisin growers of California, com- 
plete with sexy ma triarch widow, con- 
niving «rm, nymphomaniac rfarygHer in 

law. and anevflnelghbotff who is deter- 
mtnwrf do the geftstegtenq amf of 
thrir water rights. But all that is dem- 
onstrated, at great length, is what 
Kenny Everett proved years ago: 
trying to parody Dallas is hopeless 
because you can never be more outra- 
geous and deadpan than the original 
article: 

The two most notable new American 
series are both faring carried by Sky L 
Alien Nation (Wednesday) and The 
Simpsons (Thursday). Daring the first 
hoar of foe blockbuster opening episode 
of ABat Nation I sqtdnned at the heavy 
h a nde dn e ss of the allegory: the “new- 
comers’* from space, i dent i ca l to 
humans except for their oddly deco- 
rated hairless skulls which look Hke 
fancy bathing cape, who face persecu- 
tion and discrimination. The re- writin g 
of foe Sterna battles aver school de-seg- 
rogation seemed embarrassingly obvi- 
ous, as did most of the other elements: 
the over c omp ens ati ng chauvinism of 

the newcomers’ teenage gang, the con- 
tempt of the black policeman, and so 
on. 

Then, during the second hour, the 
power of that 1 familiar old American 
narrative drive began to work. The 
heavily flagged messages about Amer- 
ica's melting pot philosophy and its 
benefits to successive waves of immi- 
grants faded into the background 
behind the strong story fine which man- 
aaed to plait tosether. with no g rea t 
feeling of ovur-contrivance, a buddy- 
buddy detective yarn, gfawt iw rmWny 
insects, and a latterday Kn Khix Elan. 
It is not the most profound drama ever 
s crw ur ip d , but so that bos 

reached us in the past 70 years from 
American rfw»w» «mrf television it has 
mfinha Me “What « «» »>* " Qualities, and a 
very dear grasp te right and wrong. 

. The most heavily hyped of these new 
series. The Simpson s , looks like the sort 
of p rog ramm e which (even if it were 
available to all British viewers and not 
just the five per cent c ur re ntly receiv- 
ing Sky services) would always be more 

rwpnTm- tw Qg (Jg Hum Jq fire TUT TV 

Sfcnpsons are a slovenly, violent, ""i 
pretty thick working class family 
headed by Homer, a beer swilling 
wor k er at a nuclear power plant, and 
Marge, a ho usewife with a vast bine 
beehive hairdo. Central to the series is 
Bart, a cowardly and loud mouthed 10 
year old faoy with a weirdly crenellated 
head who is rude to his parents and 
always in tnmhle at school 

In tiw us great foes ft** been 
because The Simpsons is a half-hour 
animated cartoon, because Rupert Mur- 
dock's ftedgiipg Fox network rapidly 
wuiite a big hit out of it with arfnMw as 
well as chOdrsn, and because they have 
now scheduled it against The Cosby 
Shorn which is Hke sending a cocky 
sdmtebaxJpto the., ring, against Frank 



*Without Walls’: Nicholas Ward-Jackson weighs up a work of art 


Tyson. American news magazines have 
run cover stories, and teamed essays 
are bring written about the surprise 
appeal of animation to adult viewers, 
and the new role of faddy duddy net- 
work TV in tniwlHterlng to a bloe-coEar 
constituency in the new 
age of gutPifttA and cable. 

But there is nothing new about the 
appeal of blue collar humour, nor about 
the adult popularity of cartoons: The 
FSntsones celebrated their 30th birth- 
day last week. If you put them and 
Archie Bunker and The Honeymooners 
— bine collar types all - into a cocktail 
shaker and mixed well the result would 
he something very like The Simpsons. 
The worst aspect of the series is the 
actual artwork: crude modern drawing, 
with no subtlety in outline, colour or 

tnnp , anil the anfmati^m Ifraelf kept to 

the cheapest min hn niw The action is 
all in the fo reground with no depth to 
foe pictures. It makes the Disney fea- 
tures of foe 1940s look like renaissance 
works of art 

The Rita Rudner series (BBC2 Tues- 
day) is not Amariran t tfann gh the epon- 
ymous hostess is. Her quiet, quirky 
humour (“Men who have pierced ears 
are better prepared for marriage: 
they’ve w»^riwiiwi pain and they've 
bought jewellery”) may well grow cm 
us. On foe other hanri f that of Rob C 
Nesbitt (BBC2 Thursday) wffl not, since 


Fisher plays the title rote of a 
Scot with an accent so thick as 
to be wholly impenetrable. 

We shaU need more evidence before 
we can be certain about The Mary WM- 
tehouse Experience (BBC2 Wednesday) 
which delivered a lot of gags suitable 
for radio (“John Major says we are not 
hpwrilny for a recession. He also met 
Elvis at the deli counter”) which la 

scarcely surprising since it is, of course, 

a radio series. So far there soon to be 
no dates far farther television episodes. 

Most promising of the new home- 
grown series is Channel 4*s Without 
Walls (Wednesday) an umbrella title for 
an arts tnag»»fa» which. In its opening 
programme, nmnag wi three hi g hl y orig- 
inal items: a story told in Mate; and 
white stills; a splendid demolition job 
on the lau ghably overblown reputation 
of Van Gogh delivered by Grisdda Pol- 
lock who not only knows her stuff and 
speaks well but looks good too, a com- 
bination which should ensure her as 
.modi television work as she cares to 
have; and a fascinating analytes of 
Manet’s pictures of the shooting of 
Emperor Maximilian. 

AH that and there is still a fortnight 
to go before BBC2 even begins the big- 
gest of tire new American cult series. 
Twin Peaks. 

Christopher Dnnkley 


‘La Damnation de Faust’ in Paris 


Comfortably installed -at foe Gh&teZef; 
the muradpally-backed Thdfitre musical 
de Paris continues to steal foe^ spasmod- 
ically operative Bastille’s thunder . The 
opening show of the new season, amld- 
tious and resoundingly a qc c raafal. is a 
Staged version of The Damnation of 
Faust conducted by John Efiot GardL 
whoee recording of foe work for 
Philips was much praised, with foe 
Ch&trietia own chorus and the FbUhar- 


i porna Orchestra broughi from 'London 
for foe five perfor ma nces. The producer 
and ttetegner fa Tennis gnkkns. Greek- 
born, resident In Paris, evidently a tat 
euttoaatdu 

Heritor designed his -“dramatic leg- 
«ajd? for concert hexfonnance, yet with 
hto passion for foe theatre and high 
sense of drama ft is not surprising that 
he considered a theatre version and 
that producers have often laid hands on 
the existing one. Yet foe first stage pro- 
du et fan did not come until 1883, when 
Raoul Gnusbonrg took foe plunge at 
Monte Carlo. There have been numer- 
ous productions since, jntemflng inter- 
esting ones by Louts Brio in Lyons and 
Lisbon, Bgart at the Paris Op6ra and 


uwmrf Geliot Cor Sadler’s WeQsIENO. 

The new vateon at the Chfitelet must 
surely be among the most distin- 
guished. Kokkos being his own 
designer, both the conception and the 
visual side have a powerful unity. The 
style is fantastic-romantic somewhere 
between Bosch and Bdrard - mainly 
dark, burn t colours, sepia, dull glowing 
bronze, midnight blue. Red for foe moat 
part is withheld, symbolically, until we 
reach hdL There are touches of popular 
theatre, fairgrounds and circus. Not 
only to the total effect potent but there 
are strikin g images to cany away - 
Faust framed hi a doorway with the 
plains of central Europe stretching 
behind him; Faust and Mephistophrids 
signing a pact under a gna ri ed tree. 
Movements of chorus and dancers (Kale 
Flatt is responsible for foe “mouve- 
ments cfaorGgraphiques') are well coor- 
dinated. An feature is the 

lighting of Gnido Levi, master of chiar- 
oscuro and atmosphere with the techni- 
cal skill to pick out featu re s in the 
convulsive 

Naturally in a work of such complex- 
ity some scenes work better than oth- 


ers. Those that don’t come off are pre- 
cisely the pages where Berlioz, not bur- 
dened with theatrical limitations, lets 
his imagination roam most freely - for 
example in the transition from Aoar- 
bachs’s cellar to the banks of the Elbe, 
where while the music guides ns 
through space, Mepbistophfifes is seen 
bending over the sleeping Faust as if he 
were pe rfumin g a surgical operation. 
And again in the Ride to the Abyss, 
where the air is full of flying dragons 
but foe two principals clearly aren’t 
moving at alL The upper part of the big 
stage is abundantly used: there is much 
trapezing, notably when the soul of 
Marguerite wings its way to heaven. 

Gardiner’s conducting, with its rhyth^ 
mic bite «"d clarity combined with 
fiery lyricism, is even more impressive 
than on the recording. The playing of 
the Phflharmonla, resounding splen- 
didly in the theatre’s friendly acoustic, 
gives intense pleasure. The chorus is 
strong — I do not remember a more 
convincing performance of the cellar 
scene (a strong Brander from R€ne 
Schirrer) .or of the student /soldiery 
imbroglio. Michael Myers, who sings 


Faust in the recording, is heard to less 
advantage in the theatre - good qual- 
ity tone but no “lift” to the phrases, and 
little suggestion that this Faust can 
ever have been anything but an elderly 
scholar . 

The American bass-baritone Monte 
Pedereon is a commanding Mephistoph- 
a&s. shaven skull, sinister features not 
unlike a famous Mepbisto in Goethe’s 
May, Gustaf Grflndgens, a Cabaret top- 
hat from tone to time. Though Peder- 
son's line in “Voted des roses’ was spec- 
tral, tilB quick page* like the 
carried excellently. Waltraud Meier’s 
Marguerite was no shy betrayed girl 
but a woman of assertive, Wagnerian 
personality - if you can, imagine a 
Fricka who buys her clothes in Paris. 
The voice was uncomfortable, the Bal- 
lad urgent but prosaic, the Romance 
passi onate but raucous. Only the sensi- 
tively shaped ending showed what 
might have been. Even so, the cor 
anglais solo was finer, f can’t imagine a 
Paris opera audience more keenly atten- 
tive. 

Ronald Crichton 
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THEATRE 


r Barnard is UaweH 
. _ *X James Bcdam is the 

alcoholic Journalist who 
e mbo di es a Falstaffian. nay-say- 
ing life force while committing 
public midda by vodka In Keith 
Waterhouse's fine play. (487 


Aspects of Love (Prince of 
Wales). Andrew Uoyd Webber's 
latest is an intimate chamber 
operetta derived from David Ger- 
nettYlSK novella. 1 
interesting and weQ i 
by Trevor Nunn. A probable, 

hut unspectacular, hit (889 5872). 

Bum Tlifa (Lyric) Blistering per- 
foranmcBB from John MaUm ricfa 

and Jnfite StnensoD in Lanhud 
Wilson’s play about the nris- 
TOtdl of opposites (437 3688). 
Shsdowiands (Queen’^. Weepte 

about tbe tore affair between 
crusty Oxford writEr (XS. Lewis . 
and the cancer-riddled Am eri can 
port Joy Davidman with Nigel 
Hawt horne and Jane Alexander. 
Wnftrm McbotooB'fipfay is toe- 
sistiMyemotianaLEtoabMosb- 
insky*s di re ction is superb. (734 
1166/439 3849X 

Absurd Pm sou Singular (White 
ball). Bevival of oariy Ayckbourn 
comedy, directed by the mmaw 
himself, about three couples at 
Christmas hi three kitchens over 
three years in a production 
which confirms Ayckbourn's 
early bleakness (071 867 1119). 
Extended until January 
Man of the Moment (Globe) Nigel 
Planer and Gareth Hunt in 
another Alan Ayckbourn play, 

this time fthftnt TTindiw numlp nlB. 
tion (437 3667) 


Now York 

Falfifitf pi«»»4 (Lucille Lartel). 

It will be known as the musical 
about Aids first hitting New 
York but it goes modi farther 
than that, showing the effect 
on a l ar g er circle of people, who 
include a boy having a Bar Mite- 
vah and his parents, all three 
of them (924 8782). 
fim hH Hotel (MotHti Beck). 
Tommy Tune, Broadway’s pres- 
ent musical doctor, directs this 
remake of the Garbo film in an 
elegant, but somewhat random 
setting (248 0102). 

Cals (Winter Garden). Still a sdl- 
out, Trevor Nunn’s production 
of T.S. Eliofs children's poetry 
set to musk: is visually startling 
and choreographicaUy feline (239 


Les MisfraUes (Broadway). The 

magnific ent spectacle of Victor 
Hugo’s majestic sweep of history 

anrl nothng VrrinP W to Broadway 

lessons in pageantry ami drama 
(289 6200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria BJomsan's 
gilded Bets, Phantom rocks with 
Andrew IJoyd Webber's haunt- 
ing melodies in this transfer 
from London (239 6200). 

Gypsy (St James). This 30th anni- 
versary production is a reminder 
of the heyday of the American 
musical with memorable time 
after memorahle tune, as well 
as a forceful plot about the ambi- 
tious stage moths- who encour- 
ages her daughter even into bur- 
lesque (346 0102). 

Washington 

Playboy of the Western World 
(Elsenhower). Abbey Theatre 
company brings what the 
Americans want to see to con- 


firm of the view of the Irish as 
anscropokma Hin r mmu Kn4» 

Octal. 

Chicago 

The Iceman Cometh l 
The Goodman opens 1 
son with a revival of vintage 
O’Neill starring film act or Brian 
Dennehy. Ends Nov 4 (4433800X 

Tokyo 

KabakL Performances at Kabo- 
Jd-sa (541 3131) feature two actors 
who have attracted new audi- 
ences to kabuki. The star of the 
11am show. Ennnsuke. sped- 
aUns in q uick- change routines 
and spectacular stem effects. 

At 130pm the gifted onnagata 
(specialist In female redes). 
TUmasaboro, stars in a love story 
about a Driest and a geisha. 
Meanwhile, at the National Thea- 
tre (266 7411). the ratety-per- 
formed Kogamiyanta Sat hoafidi 
is being given (performance 
times vary). Both theatres hare 

excellent earphone guide in 
RngBah mill RngHuhl ungnap 

prf^ ypiTTTfng . 

Phantom of foe Opera (Id Japa- 
nese). This highly successful 
production Is a carbon copy of 
the London original, with the, 
added advantage that cme can 
Ignore the banal lyrics, rince 
they are in Japanese! Shftnhanlil 
Ebqjoh Theatre (797 9601). 
Fiddler on the Roof (in KngHsh). 
Topol once again takes the lead 
rote tn the musical that 
him famous 20 years ago. Haul 
Hoken Hall, Gatanda (477 7625). 
(3ieek by Jowl in Hamlet. Lively 
RHtiiih frin ge wwwpowy mulrfMff 
their Tokyo debut as part of the 
UK 90 Festival. Tokyo Globe 
Theatre (360 1151). 


Kennedy & Jones 

royal ncsnvAi. hall a radio 3 


The start of the BBC 
Symphony Orchestra's Both 
birthday season went off in 
grand style. Under Andrew 
Davis, its chief conductor, they 
gave on Monday night a big, 
serious 20th-century pro- 
gramme - Webern, Berg, and 
Schoenberg, with Boulez’s 
magnificent Rituel finely 
placed at mid-point - and 
brought to it the commitment 
and flair tint win friends and 
persuade people that concerts 
of this sort need not be 
thought of as obstacle-races 
filled with briar patches. 

It no doubt helped, in the 
attraction of audience numbers 
a good deal higher than usu- 
ally gathered by this orches- 
tra’s events on South Bank, 
that two celebrated soloists not 
normally associated with Mod- 
ern Music had been engaged - 
Nigel Kennedy for foe Berg 
Vtoltn Concerto, and Gwyneth 
Jones as p ro t a go n i s t in Schoen- 
berg’s En rm t a ng. 

Mr Kennedy turned up on 
stage dressed like Count Dra- 
cola: shock of electrified black 
hair, face painted deathly 
white, black velvet gown with 
scarlet sleeves and white ndL 
and only a pair of purple 
sneakers to contradict the 
impression. The sartorial note 
to necessary, not only because 
viewers may welcome the 
warning before the BBC's 
forthcoming television relay of 
the same event, but because 
for a atdotot in a work intended 
as a requiem for a beloved 
dead chQd. the violinist's dress 
style was so peculiarly Inap- 
propriate. 

Fortunately, however, his 
musical style was altogether 
more seemly. Since Mr Ken- 
nedy now cuts such a curious 
figure in the musical world, it 
was good, indeed, to be 


reminded that solid virtuoso 
technique and natural musi- 
cianship still form some part of 
it. His account of foe Berg may 
have underplayed the Wiener- 
isch markings and aspects of 
the solo line - bittersweet, 
waltz-swaying inflections, 
ample, lyrical portamento - 
but he responded with fierce 
intensity and pore, well-cut 
line to the gathering storm- 
clouds in the musi cal drama. 

With Davis and the orchce- 
tra cultivating a febrile, highly- 
charged, and brilliantly 
detailed orchestral backdrop 
(the same approach as In their 
excellent Webern Pasacaglia 
and Erwartung accompani- 
ment), the concerto emerged 

slightly narrowed In emotional 
range but heart-stopping In its 
pathos. If Mr Kennedy's career- 
managers will allow such 
excursions away from Viv and 
Co., this performance creates a 
good basis for further develop- 
ment. 

Dame Gwyneth also merits a 
sartorial note: taking the 
libretto seriously, 8 hr appeared 
on the platform wearing jewels 
and in a white dress dotted 
with roses, and looked utterly 
ravishing. She too needs to 
develop her performance a 
good deal farther. The gaze 
was too often addressed to the 
score-stand, the words were 
mushy, and an overall dra- 
matic progress through the 
monodnuna still has to bo built 
up. But the sound of that 
mighty lsoIde-cum-Elektra 
organ pouring itself with mol- 
ten vitality and heedless gener- 
osity into the anguished yet 
grand-scaled vocal line was 
utterly thrilling. How over- 
whelming Schoenberg with no 
holds barred can be! 

Max Loppert 


Fraulein 

Else 

COLOQNK 

Tucked away behind the Opera 
the Schauspielhans, the 
tiny Schlosserel Is Cologne's 
workshop theatre. With more 
than a whiff of foe nightclub 
about Its Mack-curtained audi- 
toHnm l haphazard clus te re of 
high bar stools and raised neon 
blue catwalk. It to the ideal 
venae far intimate drama Mk» 
Fraulein Else. Written as the 
inner monologue of an upper 
class Viennese girl who pours 
ottt her surf neuroses as 
fluently as if she were on the 
analyst’s couch, Schnitzler’s 
1928 novella is not an obvi- 
ously theatrical work, but it is 
transformed here into a 60-min- 
ute play which leaves you 
dizzy with its psychological 
intensity. Ton can see why 
Freud called Schnitzler his 
double. 

Fittingly for a play which 
centres on the distortions that 
occur when one is locked into 
one's own tunnel vision, the 
action in Alberte Barsacq's 
inventive production takes 
place within a panel at fight 
just two feet wide. A black cur- 
tain hems in Else on both sides 
as she throws out her 
thoughts; a cohort of alabaster- 
faced men in white linen suits, 
hats and cigarettes poised, lie 
creeplly motionless on foe 
catwalk at her feet: elegant 
decadence beautifully fused 
with suffocating convention. 

In one of several moments of 
pure fltMtrieoi magic, the most 
for bidding of the alabaster fig- 
ures comes ahve as the grimly 
commerce-obsessed Herr von 
Dorsday (Volker Ntederfahren- 
horst) to pose the dilemma on 
which the play turns: he will 
redeem Elsa's suddenly bank* 



Katja Bellmghausen 

rapt father from shame and 
scandal if she will atrip for him 
in his hotel room at midnight 
Win she, won't she, could 
she, should she? There is real 
suspense in this drama of a 
young woman awakening to a 
sense of her social position and 
sexual identity, and Katya Bel- 
Mnghausen, a marvellously elo- 
quent Else (“Die Lull fat wie 
Champagner", she intones, as 
if drinking In the words), dem- 
onstrates a vast emotional 
range, from girlish giggles 
through suicidal reverie to 
soprano panic, in her portrayal 
of the poor little rich girl who 
loses control when her com- 
fortable protected world is 
threatened. 

Jackie Wollschlager 


SALEROOM 


£lm banknote devalued 


A £lm banknote sold for 
£23490 at Christie’s yesterday 
to the dealer Brian Dawson. 
The note is one of only two 
£Im notes surviving from a 
short period of she weeks in 
1948 when the Treasury issued 
notes to record the movement 
of money under the Mamftwii 
Aid Fund. There was a EiOm 
note issued at the Mmg tinw 
but that, along with all but two 
of the £lm, notes was 
destroyed. The price was near 
the bottom end of the 
estimate. 

Also at Christie’s an auction 
of Islamic art brought in 
£L0OMi3% with almost 22 per 
cent unsold. Two folios from 
early Qur’ans made the top 
prices - eight leaves written 
on vellum in golf icnfic in the 
9th century sold to £110,000 
(such Qur’ans of this date are 
very rare) while thirteen 
similar leaves from a 10th 
century Qur’an fetched £99,000, 
slightly below forecast 

An Iz&ik pottery rflah of 
around 1660, in blue and white 
with a Ch i ne se grape design, 
did well at £93,500 while a 
miniature Qur’an, produced 
around 1140 in either Spain or 
North Africa, also beat its 
target at £71,500. 

Sotheby’s has t radition ally 
dominated the sale of 
expensive musical 
instruments, but it is Christie's 
which hopes for a record in 
this field on November 21, 
when it offers a violin by 


Stradivari which should make 
over £600,000. The current 
auction record for a violin Is 
£572,000. 

This example is “The 
Mendelssohn" named aftw its 
late 19th century owners, the 
Mendelssohn banking family, 
who were related to the 
composer. The violin b being 
sold for the benefit of the 
United Jewish 

Appeal-Federation of Jewish 
Philanthropies of New York. 
Phillips held a solid furniture 
auction which totalled £397,100 
with 18 per cent unsold. Italian 
dealers were busy buying up 
Italian furniture. One paid 
£24^00, three times estimate, 
for an 18th century walnut 
bureau and £20,350 for an 18th 
century Lombardy walnut 
ebony moulded bureau. Top 
price among the English 
furniture was the £11,000 paid 
for a set of 29 Regency 
mahogany and ebony strung 
dining chairs. 

★ 

The National Gallery's appeal 
for £2m. to transform the 
adjacent Royal Dental School 
Into a new home for its archive 
and library has come to a swift 
and successful conclusion. The 
Henry J and Drue Heinz 
Poudnarttm is providing all the 
money needed and the Being 
Archive and Library shnnM be 
open by the spring of 1993. 

Antony Thorncroft 
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Time to end 
sanctions 


THERE ARE now compelling 
reasons to lift sanctions 
against Sooth Africa. 

The dismantling of apartheid 
has become irreversible, car- 
ried forward by the impetus of 
what President F.W. de Klerk 
has already done, and sus- 
tained by internal pressures. 
There is an urgent need to 
repair the damage done by 
apartheid. The process cur- 
rently under way will be 
harmed, not helped, by an 
economy that remains In reces- 
sion. And the economies of 
neighbouring black states are 
more closely link ed with South 
Africa than ever. 

The European Community 
and the United States cannot 
act overnight, and Britain 
should not act unilaterally. But 
it is nevertheless time to recog- 
nise that - with the exception 
of the ban on arms - trade, 
economic, cultural and sport- 
ing sanctions have outlived 
their use: the South African 
government is at the negotia- 
ting table. The sooner black 
political parties resolve their 
differences and join it, the bet- 
ter. But their bloody rivalry 
has nothing to do with trade 
embargoes or sports boycotts. 

Since coming to office Mr de 
Klerk has crossed the Rubicon, 
and burnt his boats fin- good 
measure. The release of Nelson 
Mandela and other political 
prisoners, the unbanning of 
the African National Congress 
(ANQ. the Communist Party, 
and other proscribed organisa- 
tions. the abolition of the Sepa- 
rate Amenities Act, the ending 
of discrimination in hospitals, 
are all part of an unstoppable 
t ransfo rmation of South Africa. 

More pledges 

There is no reason to believe 
that the National Party will 
not start to fulfil its pledge to 
repeal the Group Areas Act 
and the Land Acts next year. It 
has nothing to lose. The right- 
wing Conservative party would 
almost certainly win if an elec- 
tion were held now. The 
National Party has gambled its 
survival on a belief that it will 
recover enough lost support — 
and win over voters from the 
moderate Democratic Party - 
by a settlement with black 
South Africa which would be 
endorsed In a referendum. 

Continued recession makes 
this gamble more risky, for 
Conservative support stems In 


part from white fears of declin- 
ing living standards as well as 
from general political uncer- 
tainties. 

Certainly sanctions have 
played an important part in 
the sweeping change in South 
African politics. The most 
effective move was the 1985 
freeze on loans imposed by 
international banks, forcing 
Pretoria to run a surplus on 
the c ur ren t account of the bal- 
ance of payments. 

At the ««nie time, however, 
there were - and are - forces 
at work within the country 
which pushed Pretoria towards 
the negotiating table, and 
which wffl keep it there after 
pmrtinns have been lifted. 

Labour shortage 

A shortage of white skilled 
labour, the growth of black 
trade rniinna; the steadily wid- 
ening gap between the size of 
the black and white popula- 
tions; the upsurge in township 
violence; the divisions with the 
Afrikaner community as the 
impracticably, as well as the 
Immorality, of apartheid 
became apparent: all these con- 
tributed to a political and eco- 
nomic environment in which 
apartheid could not survive. 

Pressure of a different sort 
was being brought to bear on 
the ANC. Its guerrilla cam- 
paign, never very successful, 
received two powerful blows. 
Pretoria’s combination of eco- 
nomic and military strength 
persuaded or coerced black 
governed neighbours to deny 
facilities to ANC fighters. 
Meanwhile, it was i«Hng the 
unquestioning support of the 
Soviet Union, and watching its 
backers in eastern Europe suc- 
cumb to the revolution. Like 
the government, the ANC has 
little alternative but to negoti- 
ate. 

Pmnplpy wma HIn tlmiil tflUra 

he ahead. That is no reason 
why South Africans should not 
start to tackle the legacy of 
apartheid, including wide 
racially-based disparities in 

haalth, housing, and ed u cation. 
South Africa will not even be 
able to keep pace with current 
demands In its present eco- 
nomic plight. The sooner sanc- 
tions are lifted, the sooner this 
task can begin, enhancing the 
prospects for negotiating anew 
South Africa in an atmosphere 
of peace. 


Europe’s test 
in cars 


IF European car makers’ 
campaign for trade protection 
against Japan has any redeem- 
ing virtue, it is that their lob- 
bying compelled them to 
acknowledge openly the extent 
of their own competitive short- 
comings. Some producers in 
Europe now seem to be taking 
more seriously the need to 
tackle these weaknesses. The 
question Is whether they can 
act quickly enough. 

Mr Robert Eaton, president 
of General Motors Europe, 
emphasised last week that the 
only way to resist Japanese 
competition In the longer term 
was by improving efficiency. 
The same day, Flat announced 
an exchange of assets with 
CGE of France which should 
focus the Italian group’s 
resources more firmly an its 
vehicle activities. 

Restructuring around core 
businesses is sensible, but la 
only a first step in what Flat 
and other European car mak- 
ers must do to ensure their 
survival as independent world- 
class producers. They need 
simultaneously to address 
three challenges. The first is 
further to improve manufactur- 
ing productivity and quality. 
Though they made consider- 
able progress in the 1980s, the 
Japanese moved even further 
ahead. They take half as long 
to assemble a car, and their 
production quality exceeds 
Europe’s highest standards. 

Development times 

The second challenge is to 
shorten product development 
times. While European volume 
car makers need six years to 
develop a new model, most 
Japanese companies take four 
years or less. Because Japa- 
nese development costs are 
lower, they can be amortised 
over a shorter product life-cy- 
cle. These advantages not only 
produce savings and flexibility 
but enable Japanese companies 
to create new market seg- 
ments, as Toyota has done 
with its Lexus luxury saloon. A 
recent study by the Massachu- 
setts of Institute of Technology 
argues persuasively that Japa- 
nese “lean” production tech- 
niques have displaced mass- 
production. enabling cars to be 
made profitably in low vol- 
umes. 

How should European car 
makers respond? Horizontal 
mergers would not, on their 


own, offer an effective solut io n 
when manufacturing scale 
economies are rapidly growing 
less important Nor is the 
answer simply further automa- 
tion. The Japanese have shown 
that the key to improved effi- 
ciency lies in the way people, 
rather than machines, work. 
To draw equal, European pro- 
ducers will need to look well 
beyond the factory floor and 
Integrate more closely their 
entire operations, from design 
studio to car showroom. That 
win require radical reorganisa- 
tion, particularly of middle 
management functions. 

Expansion abroad 

However, the Europeans 
need to do more than master 
“lean” production if they are to 
avoid becoming mere regional 
niche players. Their third - 
and toughest - challenge Is to 
expand internationally. All 
make and sell most of their 
output In Europe, and Fiat 
sells two thirds of its cars in 
Italy. The European industry’s 
narrow geographic base leaves 
it wide <men to attack by its 
leading Japanese competitors, 
which sell - and wfil soon be 
producing - In volume in the 
world’s tores largest car mar- 
kets. Japanese producers’ 
international diversification, as 
well as inauiaUng against fluc- 
tuating labour costs and 
exchange rates, permits 
reduced unit costs and a more 
varied worldwide model range. 

European producers have 
won only a mnaii fraction of 
the North American market. 
That record scarcely bears out 
claims that their modest sales 
in Japan are due largely to 
unfair trade barriers. It also 
contrasts starkly with Japa- 
nese companies' success in in 
capturing 30 per cent of the US 
car market in barely a decade, 
and in producing two thirds of 
their sales locally. 

Europe's car makers should 
view that achievement as a 
reason to redouble their own 
efforts, not for dismay. They 
still possess the capacity to 
regain world competitiveness. 
However, they need to recog- 
nise that they also have much, 
to learn from the Japanese, 
and not much time left to so. 
Humbling as that realisation 
may be, it is far better than 
baying for protection in the 
vain nope that the Japanese 
challenge will go away. 


I t is, quite simply, the most 
potently symbolic place for Fat 
estinians seeking to remind 
Israel - and. for that matter, the 
world - of their anger and frustra- 

Wrested by Israel from Arab hands 
in the 1967 Six Day War, the spiritual 
heart of Jerusalem's Old City offers 
an extraordinary physical compres- 
sion of competing faiths. Directly 
below the hallowed spaces surround- 
ing the Dome of the Rock and Al Aqsa 
Mosque, the third most holy place in 
the world to Moslems, stands the 
huge-stoned Western, or Wailing. 
Wall, the most sacred Jewish, site. 

On a quiet day, it is possible to hear 
the prayers of Moslem and Jew min- 
gle, punctuated at times by the peal of 
church bells from Christian shrines in 
the Old City. But on hitter daysKke 
Monday, when Palestin ians rained 
down stones on Jewish worshippers 
at the Wall and Israeli policemen 
replied with bullets which killed more 
than 20 and wounded ISO, the atmo- 
sphere is anything but s p i rit u al . 

The violence served as a traumatic 
reminder that Palestinian resistance 
to Israel's 23-year occupation ot Arab 
east Jerusalem, the West Bank and 
the Strip, and Israel’s bloody 
response, has not gone away. It also 
underlined in dramatic fashion the 
ex te n t of the political and economic 
HrFRmWota now confronting Israel. 

For the past two months, Israelis' 
attention has been focused on two 
issues which together comprise an 
flrtwroil and inte rnal nhalkaig g the 
like of winch the country has rarely 
faced in its 42 years of e xis tenc e: 

• The Gulf crisis, which apart from 
threatening to embroil Israel in a 
regional war, has serious iPi pHcpn*™ 
for Israel's lyncbpin relationship with 
the US and for its position in the 

Baat. 

• A Hood of immigration by Jews 
escaping from the uncertainties of life 
in the Soviet Union. Adyah - liter- 
ally ascension - is an overriding 
issue, as Mr Yitzhak Shamir, the fcerri- 
er-Hke prime minister, keeps remind- 
ing his people between warning 
growls at President Saddam Hussein 
of Iraq. More than lm Soviet Jews are 
now expected to swell Israel’s existing 

population of 4.7m within as little as 
three years. 

Until Monday, these twin preoccu- 
pations had tended to eclipse the 
rather older question of the occupied 
territories. The intifada, or Palestin- 
ian uprising, had faded in Intona ity as 
it progressed through its third year. 
But as the unprecedented bloodshed 
in the Old City showed, ft remains as 
central a concern for Israel as the 

Gulf Crisis and Immig ration. 

The three are intertwined in a way 
that presents great complexities for 
fararii policymakers. Immigration by 
Soviet Jews has fuelled the intifada 
because Palestinians — who hitherto 
have easily ootbred Israel's Jewish 
population — tear the demographic 
tilt in favour of Israel will finally shut 
the door an any prospect of a Palestin- 
ian state. But the enormous financial 
cost of immigration threatens to 
weaken the Israeli economy and its 
ability to bear the Mg defence burden 
caused by the occupation. 

Israel’s appeal for more aid from 
the US, to help it cope with immigra- 
tion, has been undercut by Washing- 
ton’s immediate need to bolster allies 
affected by the blockade of Iraq. 
Meanwhile, Mr Saddam's insistence 
on linking Iraq’s claim on Kuwait to 
Israel’s occupation of Arab tends has 
turned him into a hero of the intifada. 

The Israeli government - a coali- 
tion composed of extreme right-wing 
factions and religious parties and led 
by Mr Shamir’s Likud Party - has 
shown little Imagination in response 
to these challenges. Its handling of 
the tide of immigration has been mud- 
dled. Its reaction to the intifada 
rema ins a stubborn refusal to yield 
territory, coupled with an offer of lim- 
ited autonomy few Palestinians show 
much inclination to accept 


Hugh Carnegy says the killings in Jerusalem 
have further unsettled a country already 
preoccupied by the Gulf and immigration 

Israel’s rising 
tide of troubles 



But Mr Shamir and hi.c ministers 
sense that trouble is brewing for 
Israel as a result of the Gulf crisis. 

There is anxiety that the us »»i ght 
settle for an outcome short of Israel's 
desire to see the Iraqi regime and its 
panoply of nuclear, chemical mis , 
sfle aites destroyed. “If Saddam Hus- 
sein remains in his chair, Iraq will 
continue to be a menace to Israel.” 
says Mr Yossi Achimeir, a close aide 
to Mr Shamir. “We would like to see 
Ids reign come to an end very soon.” 

If this Is not the outcome, Israel 
will dearly retain the option of one 

*We would like to see Mr 
Saddam’s reign come to 
an end very soon,’ says 
a dose aide to Prime 
Minister Yitzhak Shamir 

day attempting the job itself, 
although for now it remains, as one 
writer put it, hunkered down on the 
western horizon, band on gun. 

So fer the most disconcerting devel- 
opment for Israel has been the way 
events in the Gulf have raised ques- 
tions about the co un tr y 's relationship 
with the US - America’s most 
dependable, stable ally in the region, 
as Israeli ministers like to say. 

The deepening relationship between 
the US and Saudi Arabia (a state still 
twphnirwiiy at war with Israel), the 
wanning of US ties with Syria, and 
(he consolidation of the US-Egyptiau 
link have. raised fears of a tftt in the 


US Middle East posture. Talk by Mr 
James Baker, the US secretary at 
state, and others about a new security 
structure in the Middle East merely 
adds to the concern at a time when 
the old certainties of east-west con- 
frontation, in which Israel could cast 
itself as a “strategic asset” to the US, 
have melted away. 

In a recent article, Mr Ya’acov Gold- 
berg of Tel Aviv university's Dayan 
Centre, suggested that the US might 
come to perceive its ties with Saudi 
Arabia as the central strategic pillar 
in the region. This, he warned, would 
he “liable to have an adverse effect on 
Israel’s position as a strategic US 
asset, co-operation between Jerusalem 
and Washington and the American 
position on the Israeli-Pulestinian 
peace process.” 

Israeli ministers do not to hear 
it said, but the intimate connection 
between Washington and Israel has 
been a cmnpKnating factor for the US 
in confronting Iraq, offering as it does 
tim opportunity for Baghd a d to try to 
divide the US- Arab alliance. 

Israel has been of undoubted assis- 
tance to Washington since the begin- 
ning of the crisis. It supplied the US 
with “highly -accurate missiles” and 
Intelligence on the nature of Mr Sad- 
dam’s leadership, according to Gen- 
eral Michael Dugan, the former US air 
force chief who was sacked last 
month for saying so to US journalists. 

Yet at American insistence, Israel 
has maintained a low profile, and 
Washington has kept a discreet dis- 
tance from its ally. As senior US offi- 
cials have criss-crossed the region 
during the crisis, not one has dared to 


ICUShJ iNH . 


stop off in brad. 

The most worrying manifestation of 
the shift is in arm* sales. Washington 
is making huge weapons pledges to 
Arab allies, chiefly Saudi Arabia, 
while -responding with noticeable 
coolness to Israeli pleas for balancing 
aid to retain its military “qua litativ e 
edge”. “The American policy [of 
assuring brad’s] qualitative edge te- 
net implemented any more,” Mr 
Moshe Arena, the Defence Minister, 
complained this month. “We don’t 
have a in which the US is 

selling Israel equipment of higher 

The Israeli government . 
says the PLO’s support 
for Iraq makes it even 
less worthy of becoming 
a negotiating partner 

than ft Is selling tire Arab 
'forces!” 

US officials insist that the close 
relationship with Israel is not about 
to change. The commitment to the 
qualitative military edge is stm there, 
they say, as is a whole range of mili- 
tary and research projects. “AH the 
cultural and democratic values that 
Inform the relationship remain,” said 
one western diplomat. "There are so 
many e l e m e nt s of the strategic rela- 
tionship which are still advantageous. 
The focus may be under review, but I 
don't think the concept is.” 

Whatever the outcome of the Gulf 
crisis, there Is little question that the 


spotlight will thereafter onto again be 
on efforts to resolve the Ieraeh-Arab 
conflict. Mr Shamir's government fe 
at once encouraged by the shift £ 
Soviet policy away foam such Israeli 
foes as Iraq and. Syria and wary that 

as a result, the US might- edge 
towards the continuing Soviet prefer. 
eft** for some kind of international 
conference to wive Middle East prob. 
lems, including the Palestinian issue. 

brad remains adamantly opposed 
to »hia comprehensive approach, reck- 
oning that such a conference would 
be hopelessly biasedagainst it But it 
is also aware of US frustrations at the 
lack of progress - chiefly due to 
Likud intransigence - on Israel's 
own plans for an accommodation 
the occupied territories. There Is 
growing unease in Israel tint for all 
the West's refusal to cou nt e n an c e any 
Bhkage between the Iraqi occupation 
of Kuwait and other Middle East 
Issues there is an increasing tendency 
anmny western leaders to renew 
sure cm Israel to settle the Palestinian 
issue. 

Presidents George Bush and Ratt- 
ans Mitterrand have both suggested 
that fresh efforts might be made to 
resolve other Middle Eastern conflicts 
after Iraq gats out of Kuwait: Mr 
Douglas Hurd, the B riti s h foreign sec- 
retary, last week made a toughly- 
worded speech in which he called for 
“new thinking” from Israel an the 
Palestinian issue. . 

Not, of course, that Mr Shamir's 
go ve rnment has shown any sign or 
ohffHng its ground, least of afl u Its 
fflrtmumt refusal to countenance a Pal. 
imtinian state. It says that Palestine 
Liberation Organisation support for 
Mr Saddam makes the organisation 
even less worthy of becoming a nego- 
tiating partner than before. It contin- 
ues to object to US proposals for 
starting tarns with the Palestinians on 
Its own plan for the West Bank and 
Gaza offering limited autonomy. . 

Government officials do lay greater 
stress on wanting to normalise rela- 
tions with Arab neighbours if not 
before, then at least in parallel-. with, 
progress on the occupied territories. 
They want the US to put pressore an 
Saudi Arabia, for example, to this 
-end. Mr Shamir Hm also flirted with 
the idea of negotiations with Syria. 
But Israeli: peffleymakers, pointing to 
Mr Saddam, remain deeply distrustful 
not just of. Arab leaders, but also of 
Arab society which they still regard 
as inhere ntly undemocratic, unstable 
and hostile. 

' While these issues will not cxystat 
list until the Gulf crisis is resolved, 
-the govenuneut must get on with the 
job of absorbing the Soviet Immi- 
grants. B it can be achieved. success- 
fully, the prize -for Israel Is much 
greater demogr a phic security - (me 
senior figure spoke of “critical mass” 
- greater economic vitality and, as a 
consequence, a stronger position from 
which to deal with the Arabs. 

But such a goal win not be easily 
attained. Already the country is dose 
to exhausting its housing stock, rais- 
ing the prospect of many immigrants 
having to Ure-in tents. Tbe costs asso- 
ciated with such an influx are huge 
The -trade gap alone over tire next five 
years is expected to be gSObn, about 
three quarters of annual gross domes- 
tic product. In the same period, 
540,000 new jobs will be needed just to 
keep unemployment steady at its 
present level of 10 per cent. The infla- 
tion risks associated with such figures 
are great ‘ 

The nightmare that lurks behind 
adyah is of thousands of disgruntled 
immigra nts w ithout jobs and proper 
housing trying to leave the country, 
perhaps clashing with es t ablished 
communities blaming than for their 
economic woes. Mr Shamir and his 
colleagues know that such an out- 
come carries scarcely less of a threat 
to the fabric and wellbeing of Israeli 
society than the shadow of Mr Sad- 
dam looming In the east or the scenes 
of violence in Israel’s holy places. 


Caring owner 
needed 


■ Some think ft is the most 
elegant building on the 
Thames. Others think it it is 
a French-Canadian chateau 
transplanted. 

Discreetly floodlit, London's 
County Halite looking at its 
best on these autumnal eve- 
nings as one crosses Westmin- 
ster Bridge. Up-river over Chel- 
sea Reach there is an afterglow 
to the sky which Turner would 
have appreciated. The hall 
seems just right for its central 

position. 

Whatever your view, the 
hall rarely fells to arouse 
strong And 

more than four years without 
a proper function it again laces 
an uncertain future now that 
its projected sale to an Angfo- 
Japanese consortium for £l£5m 
hnx collapsed. 

It saw high jinks on March 
31 1988 when the left-wing 
Greater London Council was 
abolished. There was dancing 
through the nigWi Meanwhile, 
typewriters and other move- 
able goodies were being passed 
oat through the back windows. 

Cleaning-up took rather a 
long time after that. But the 
London Residuary Body (LRD) 
assures tub that, eve ry thing 
is shipshape Inside now. 

LRD itself moved its 1^00 
staff out this month to a leased 
budding an the other side of 
river so that the planned sale 
could be completed. While the 
hall remains empty it will have 
to pay for an army of several 
hundred security guards. 

If the hall is not to become _■ 
a conference centre, hotel, 
nfflroa, and Ante as tite Consor- 
tium had intended, what is 
its future to be? Ideas have 
included a London amusemen t 
centre, a night shelter for the 
homeless, and a gigantic super- 
market 

Only the length, of Westmin- 
ster Bridge from the Houses 
of Parliament, ft pace could 
have provided a solution to 
the lack of offices for MPs. Bat 
now office conversions are 

aTIwfating thplr pm hTgmg- 


Observer 


Can anyone suggest a digni- 
fied new use for County Hall 
- preferably one which 
doesn’t invotve its owners, the 
ritinma of London, giving ft 


His UN hat 

■ David Shifting , the 
Upper-Class milliner known 
at Ascot as the mad hatter of 
the tur& te this week taking 
bis creations to Ecuador In 
a bid to jolt the country’s hat 
industry out of recession. 

The United Nations has 
asked the flamboyant British 
designer to lead a mission to 
the country which gave birth 
to the Panama hat. His brief 
ia to promo te international 
trade with artisans. 

Shilling, whose work has 
graced catwalks from New 
York to Moscow, yesterday 
sported a jaunty felt creation 
and predicted Iris trip would, 
“be Hke rediscovering Amer- 
ica". 

He hopes his advice will help 

reverse the plight of the straw 
Industry in Ecuador, which 
relies m hat sales. 

The UN is serious about the 
importance of the trip. “His 
major objective will be to sen- 
sitise artisan producers to the 
fashion and quality require- 
ments for positioning their 
products in western consumer 
markets", says a spokesman. 

Ecuadorean styles may soon 
be gracing the heads of the 
European rich and famous. 


New justice 

■ There is Intense US media 
end public interest, and high 
passions have been aroused, 
over the matter of whether 
Mlclwal Milken, the former 
“junk bond” king at the failed 
investment bank Drexel B urn- 
ham Lambert should go to 
prison. 

He could get up to 28 years, 
or receive no more than a com- 



“Can anyone tell me how 
many months to a June 

election?” 

munity service sentence. 

It would be a tricky assign- 
ment for any judge. And. for 
Judge Kimba Wood, who was 
appointed to the bench only 
two years ago, and who has 
so far only presided over more 
routine cases, it will her bap- 
tism of fire when the hirin g 
starts tomorrow. 

Yet the newest federal judge 
in New York shows every sign 
of keeping a firm grip on her 
courtroom. Last week, for 
example, she sweetly punc- 
tured a long and increasingly 
impassioned speech from 
Arthur Liman, MUken’s slsok 
and experienced lawyer, by 
telling him that he was 
“preaching to the converted 1 ’ 
on his final, relatively techni- 
cal point 

An d, when an attorney for 
certain State p ension f ranris 
asked to intervene in this 
week’s hearing of MUken’s 
“unadmitted crimes”, she' 
neatly suggested that written 
questions could be submitted 
to her clerk. The lawyer was 
left offering effusive thanks. 

Softly-spoken, and in her 
mid 40s, Wood comes from an 


army family. She passed 
through the London School 
of Economics and Harvard Law 
School on her way to the New 
York law firm of LaBoeuf, 
Lamb, Leiby & MacRae. These, 
she became a partner in the 
fate 1970s, a notable achieve- 
ment fin: a woman in those 
days. 

She Is also reportedly fond 
of growing roses and vegeta- 
bles - a suitably patient pur- 
suit which she might recom- 
mend to Mffiosn now that he 
h a s fo rm on h fa h an ds. 


Momin’ Guv! 


meetings at London 
were sombre affairs yesterday 
after the rapid dissipation of 
ERM euphoria. But they were 
tinged with puzzlement. 

According to Reuters 
screens, the Bank Of En gland' s 
governor, Robin. Leigfc-Pember- 
ton said in Tokyo that Britain’s 
economy was sound and that 
interest rates were due to feu 
because of economic trends. 

Strategists were not quite 
sure w hy the B a nk in s pre- 
dicting future interest rate cuts 
to the Tokyo bureaus of news 
agencies. 

By the time meetings fin- 
ished, however, the predictable 
truth had emerged. Of course 
Leigh-Pemberton had not said 
interest rates were due to fell. 
He had said inflation was due 
to fan 


What Chase? 

■ My joke on October 1 about 
tThasa Manhattan merg in g 

with the National Bank a£ 
Poland Qs that good news or 
bad news?), was no more than 
a joke. 

But real life can always beat 
fiction. Solidarity has now 

si gned sn s gfMBiflllt With 

Chase International Corpora- 
tion at the US to set op a Pol- 
ish hank 

Chase Manhattan, howev e r, 
denies all knowledge of the 
deal, ami is even now trying 
to discover the Identity of its 

TMWlWSBkft. 
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with Lombard 


tf you have £1 ,000 or more to invest your money oodkJ 
teewifav a hanAKme 14JWK pa bi a Lombard One 
VearRxBdAecounLThe rate te fixed and guaranteed not 
toeftange during the period of the deposit Interest Is 
paid as a lump sum at the end of the period. 

P 01 * af L attractfve variable rate, currently 

l*^*!*?- crewed e^artarty. equivalent toa 

compand annual rate of 164)3% . 


i^^^£ST]^S ,T,pmhera ^ ran O eo<st « rfin a 

s^ ngs and d eposit accounts to ineet your 

requirements 

25J opportenity to put your money to work - 

oftJwLombaixl Savers & Investors 
faochure No. 1 297 or simply complete and pcstlhe 
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As the new Airbus plant opens, Paul Betts asks 
whether the volume of orders will ensure profit 


. Squeezed by soaring fuel prices 
and the threat of recession, air- 
fine belance sheets are rnrntmr 
under immiiHny pressure, 7 
flneate nln g' td h rfag t o a pre- 
mature end tbs surge in new 
ai rcr a ft orders ofthe past few 


Aircraft industry 
faces hard landing 
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The new Toulouse facility 
vyas concaved three years, ago 
by A erospatiale^ the Preneh 
state-owned aerospace group, 
at the . start of an unprece- 
dented commercial streraft- 
buying cycle. Involving indus- 
trial investments totalling 
about FFrflm (£690m) oh a 130- 
scre site and at other Aeraspat- 
fata jfl anty. It was Andpi^ to 

^^S l me mb a re ^ 7 toB Airbus 

a tmnft family the 
A340 four-engine, long-range 
jet and the A330 twin-engine, 
mMftrm-nm ge alrilm ac. 

The investments induds 
Europe 's -biggest Industrial 

2 pftflm Mgh_ 

techndogy, partly -robotlsed 
a ir cra f t assembly nail to rival 
Boeing's huge 'Everett facility 
built 20 years -ago outside 
Seattle tor the production, of 
fbe 747 Jumbo Jet. 

irOTEkaDy, the most 
qnesthm today is not so much 
how efficiently Airbus can 
manufacture aircraft to com- 
pete its US rivals, but 

whether the market wffl ulti- 
mately provide the necessary 
volume of orders' to ensure 
profitable - production. The 
euphoria that swept the airihie 
aw« aircraft manufacturing 
isdnstriesrjn .1987 when Amo* 
■paflale lanncheft its Toulouse 
investment, programme, and. 
was still' prevailing barely 12 
months ago, has now been 
replaced by deep toreboding: 

With toe US economy mov- 
ing into recession, toe worfcEs 
jazgest civil autnait mucwt is 
entering a perfod x£ he av y ta r - 
bulence. Growth in Europe is 
slowing down. High interest 
rates and soaring jet fuel 
prices are hurting aftHue bal- 
ance sheets. Banks, toe princi- 
pal source of financing for new 
aheraft partihases, are coming’ 
underpressure. Ihe continued 
uncert ain ty over toe Golf «nd 

fn»1 - prices are m airing tlw> 

future look even bleaker. 

Aircraft makers have tried to 
put on a brave face recently. 
On boto sides of the Atlantic 
they have argued that aircraft 
buying was bomid to peak at 
some st a ge end that although 
toe market, was showing signs 
of tmfaqrfQR nrntehnfnfaMBA- 
lar onfem have contomed to 
How in. . "We expect toe sitoa- 


. tom to get tongue-, but so far 
we are still winning Mg 
-carders,* 1 said an Airbus 
after the European group 
announced two large orders for 
its A32Q narrow-body 
last week: a $5bn deal fr om 
America West and a $L8tm 
order from Swissair. 

Airbus, Boeing and McDon- 
nell D ouga s are stai fbrecasfc- 
ing a $7QObn4aOQbn potential 
mar ket tor new jet airliners 
during the next 20. years. 
Long-term air travel demand 
w£H grow, they gfafai- Airlines 
win also he forced to retire old 

a i rcraft apd replace toem with, 
more tod-efficient and environ- 
wwnfaiTlyJHimiTTy 

But privately they are 
acknowledging that some of 
file "firm” orders on their bulg- 
ing ctvfl aircraft order books 
are beginning to look less firm. 
Indeed, some airlines have 
already started to defer deliv- 
eries of new a ir cr aft on order. 
US Air recently announced it 
was postponing delivery of 16 
new Boeing 737 twin engine 
jets tor several years to get its 
balance sheet in order. 

Aircraft manufacturers con- 
cede, that an ] *tH of 

high a£l prices could have a 
seme impact an the industry. 
Mr Lou Harrington, head of 
McDonnell Douglas's MD11 tri - 
jet progr amme which competes 
directly against the new Air- 
bus A340/A330 programme, 
suggested at the Hambarough 
Ai r Show la st month that such 
an eventuality could have dev- 
astating repercussions, reduc- 
ing commercial jet aircraft 
demand by more than 45 per 
cent with the potential loss of 
about t380bn-worth of business 
over the next 20 years. If oil 
prices remain high for only a 
relatively short period, new 

nhrmft rip-man rl won art'll Try-ply 

to be cot; but by a less dra- 
matic 10-15 par cent. 

For Airbus, the threatened 
d ownturn in the dvil aircraft 
eyrie comes at a delicate time, 
■when the European consor- 
tium is ente ri n g an Imp o r t an t 
chap ter in its tumultuous 20- 
year history. The four Airbus 
industrial partners and their 
respective governments are 
now trying to transform the 
consortium into a more can* 
mercially-caiented e n t erpris e. 
The ultimate plan Is to tom 
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Airbus into an or dina ry public 
limited company run cm entre- 
preneurial private sector lines. 
Although toe four partners say 
this change will still take two 
to three years, they riaim the 
Airbus system has already 
made enormous strides to 
improve its overalljprodactive 
« nri management rfwriwy y. 

The latest FFr7bn French 
investments form part of this 
attempt by the partners (Aero- 
spatiale, Deutsche Aerospace, 
British Aerospace and Casa of 
Spain) to make Airbus more 
efficient. 

The Toulouse facility breaks 
new ground in commercial air- 
craft manufacturing by using a 
modular concept instead of toe 
traditional assembly-line Sys- 
tran to achieve maximum flexi- 
bility and reduce the produc- 
tion cycle. After the initial 
assembly of the wings on the 
fhselage, each aircraft is placed 
in its individual dock where it 
remains for toe rest of the 
entire tTnai assembly process 
iiMtead of confiDtxing to move 
down the assembly Him. Aero- 
spatiale says its assembly oper- 


ation win twaicw it possible to 
produce A340 and A330 aircraft 
at a rate of seven a month. 

Mr Jean Pierson, ftp ebul- 
lient Airbus chairman, 
announced with theatrical 
Mat at Farnborough that Air- 
bus would make a profit this 
year for the first time Orders 
have already topped L500 air- 
craft, and more than 500 have 
been delivered to customers. 
Airbus production will amount 
to about 100 aircraft this year 
and would have totalled 130 
had it not been for the long 
and costly BAe engineering 
strike which caused consider- 
able friction between the part- 
ners. By 199S, annnal produc- 
tion is expected to rise to about 
230 aircraft. 

The A320 computer con- 
trolled "fly-by-wire 1 * narrow- 
body aircraft has become the 
fastest-sriUng new airliner in 
the past three years. Mr Pier- 
son claims Airbus has now 
gained a big advantage over 
Boring in the market for new 
twin-engine wlde-body aircraft 
by developing its A330 well 
before the rival US group’s 
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Letters 


Challenges tackled by the accountancy profession 


FVPOTAfr Jfiefare/ GL Ltddss. 

. Sir, Your . editorial 'comment' 
and David Waller’s article 
("Accounting under scrutiny," 
and “Profession fold it has 
failed to honour pledges,” 
October 4) threw down some 
challenges to the pndesaifm. to. 
aH the most im por ta nt respects 
those are challenges which toe 
profession recognised for itself 
and has either tackled or is 

fining ml - 

■_ -O : accountings standards: 
tiw new system under the 
Financial Reporting Council 
(FRQ and ton Accounting 


Standard* Board (ASB), is a- 
direct result of the review. 
wMch rthe profession set upu 
The former Accounting Stan- 
dards : Committee (ASC) did 
exceUtoxt work over an 
axtemEed period ASC*s prob- ’ 
leans lay less in being ham- . 
ftiiwig by the politics of the' 


professional bodes than in the 
■.obstructionism of some large 
companies which did not hke 
toe impact of certain standards 
on their freedom to report 
exaggerated earnings per 
share. (The saga of inflation 
accounting Is a good example). 

Now, as before, the first duty 
to . comply with accounting 
standards rests on directors. 
But the Companies Act 1989 
gives tiie ASB same teeth to 
ensur e The profes- 

sion welcomed this change for 
winch it is paying £L2m a year 
to the FRC (nearly three times 
the cost of ASC). 

Oii auditing practices and 
guidelines: toe accountancy 
pro f ession has taken the initia- 
tive in enter to restructure the 
Auditing Practices Committee 
(AFQ) which, Hfca the former 
ASG, already has a strong rep- 
utation for international esri- 


From MrXKM. de Yang. 

Sir, Your editorial comme nt 
(“Accounting unde r scrutiny,” 
October 4) was extremely apt 
The investor, whom this gov- 
ernment wishes to encourage, 
has much to weary about valu- 
ations of “off balance sheet” 
debts and leasing contracts, 
aim the obtuse ruling of the 
Lords re auditors ttanfiity in 
the Caparo/KdeHty takeover. 

Can an auditor stand up to a 

powerful chatnnan/chiri execu- 
tive, eqjerially when the client 
w pw Kafti a large part of his 
firm’s revenue? Perhaps the 
parameters of qualification 
iwH stren gthening ; or maybe 


reporting to a “special" com- 
mittee. 

I have always thousht that 
when the going rats tough, like 
now, the mistakes missed by 
auditors turn up. 

DM. de Yang, 

34AdcBsan Avamt WU 

From Mr C.CJL BeresfonL 

Sir, Your accounting edito- 
rial includes the sentence: 
"There have been times when 
the accounts have appeared 
more Hkw public relations doc- 
uments *>«»n the work of inde- 
pendent amHtor a acting in the 
' interests of shareholders”. 

I am sure this Is loose len- 


ience. Later tins autumn, the 
consultative committee of 
accountancy bodies will be 
looking at proposals to widen 
APC’s representation, to 
streamline its itorfrift n- itiaWiig 
and to increase Its staff 
resources. 

The reformed AFC will, we 
expect; play a key rote in the 
development of future profes- 
sional guidance and stand ards 
for auditors, compliance with 
which will be monitored 
through the audit regulatory 
regime being discussed with 
the Department of Trade and 
Industry. This regime will be 
the third area of change for the 
p ro fe ssion. 

Mr Waller tries to have it 
both ways by alleging that the 
profession was defeated by the 
government in trying to ensure 
a weak regime (which is 
untrue) and that the frequency 


guage on your part rather than 

•j j> HQ Hn w fl of the flmdamgntal 

point that the presentation of 
accounts is the responsibility 
of toe board of d i rectors of a 
limited company rather than 
fbe auditors. 

But I am not sure which is 
file greater sin. If the editor of 
the leading financial newspa- 
per in Europe disregards this 
point; bow can the business 
community as a whole be 
expected to appreciate it? 
C.CJL BeresfonL 


of monitoring will be inade- 
quate. The fart is that the pro- 
posed monitoring regime will 
be the first time that firms of 
auditors have been routinely 
inspected by outsiders, at a 
total extra cost of £4m a year. 
By any measure *hir is a radi- 
cal change for the auditing pro- 
fession. l suggest that Mr Wal- 
ler, and others, should give 
this fundamentally new system 
a chanff p to work. 

Finally, my institute has just 
u ndertaken a major review of 
its professional discipline 
arrangements to ensure that 
they are tough enough for the 
modem commercial world. The 
results of that review are now 
out for consultation. 

Michael G. T- l c kVw, 


Burtons Way, 
Oudftmt St Giles, 


Institute of Chartered 
Accountants, 

Moargate Place, ECS 

Too much joy 

From Mr Sean Williams. 

Sir, Your review of Britain's 
entry into the ERM on Satur- 
day was excessively jubilant. 
In four pages you did not dis- 
cuss any of the limitati ons. 

In a system of fixed 
e x ch a n ge rates, what mecha- 
nism is avai lable for macroeco- 
nomic adjustment between 
nations? How is Britain or 
Spain to deal with ga p in g cur- 
rent account deficits in the 
fa ce of Germany's greater pro- 
ductivity growth? 

Seen Wfifiams, 

39 Worship Street, ECS 


The government could stop blaming the statisticians now 
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From Mr MS. Weals. 

Sir, The view is gaining 
ground ("Economists open 
inquest an Lawson era," Octo- 
ber 4), helped partly by the 
.recent issue of the Treasury 
Bulletin, - that the economic 
- mismanag ement of 1987 and 
1988 should he attributed to 
■inaccuracy in the economic 
statistics,-and ls therefore 'not 
■ Che government's fault It is 
surety tone to try to quantity 

the baste of this cMm. 

- The best measure of demand 
in the economy is the level of 
gross domestic product (GDP) 
at current prices. TMs identi- 
fies the-. money, value of total 
spending and total ou tput. 
There fa, of -course,, the very 
important question of the 
extent to which fids value mea- 
sure of output is reflected in 
quantities- and the extent to 


which it is reflected in prices, 
but it would be an example of 
gross mismanagement to toler- 
ate a marked increase in the 
rate of growth, of GDP at cur- 
rent prices In the hope that 
output rather than ! the price 
level would respond. 

TO investigate whether the 
statistics should be blamed, we 
need -to examine the money 
GDP data as they first 
appeared. They can then be 
compared with the current per- 
ception of the period. 

It is apparent from the fig- 
ures that growth in money 
GDP -was underestimated in 
1987 and 1988. The error was 
rardy less than 1 per cent per 
annum and. in the first quarter 
of 1988, at the time of Mr Law- 
son’s inflationary budget, it 
reached 2 net «*nt per annum. 
This wmldappear to support 


the government fine. 

But a more critical look at 
the figures suggests that they 
fthmiiri pot be blamed for eco- 
nomic mismanag ement. The 
rate of growth of money GDP 
in early 1987 was believed to be 
around 7 per cant per annum 
(but was in fact 8 per cent). A 
believer in the Thatcher eco- 
nomic miracle might think 
that productive potential was 
growing at 4 per cent per 
annum with the implication 
that this rate of growth of 
money GDP was consistent 
with inflation of 3 per emit per 
annum. Not quite the zero 
Inflation we were promised, 
but not too bad either. 

By the time of the 1988 Bud- 
get someone relying on the 
natal as published would have 
concluded that the rate of 
growth trf money GDP was just 


under 10 per cent per annum. 
With a favourable supply side 
response delivering 4 per cent 
growth, this would imply 
under lying inflation of 6 per 
cent per annum. Those scepti- 
cal of the Thatcher miracle 
would have seen the sHratinn 
as much more inflationary. In 
any case, many of o$ would be 
very in terested to hear why the 
government thnng ht that large 
tax redu ctions and interest 
rate cuts were a sensible policy 
in the fight of the evidence 
they had of the increase in 
demand. Unfortunately the 30- 
year role means we may have 
to wait a while to find out. But 
the government could stop 
Warning the statisticians now. 
MLR. Weale, 


767X wide-bodv twin which has 
yet to be officially launched. 

But although Airbus expects 
to report a paper profit for the 
first time, it does not follow 
that its four industrial share- 
holders wifi start reaping any 
significant return for the capi- 
tal which they have ploughed 
into the consortium. 

Under the contorted Airbus 
system, the four industrial 
partners axe both shareholders 
and subcontractors of the Toul- 
oose-baaed Airbus Industrie 
(AD consortium. They supply 
ami are paid by AI for their 
share of work in the pro- 
gramme. But at the end of each 
year, they have had up to now ; 
to cover ATs losses in propor- 1 
torn to their respective stakes. 

- A report by Ge liman ! 
Research Associates of the US 
estimates that Airbus partners , 

' have so far had to cover knees 
of more than- 820bn on Airbus : 
production by subsidies. Bui 
with Airbus, programmes 

- maturing, the consortium’s 
; cash flows are expected to torn 

positive. This has in torn 
added, ammuni t ion to tbs US 
gove rnment' s ruse that, there 
was no lo nger an y reason for 
European governments to con- 
tinue subsidising Airbus pro- 
duction. The US threatened to 
take the issue to the General 
Agreement on Tariffs and | 
Trade (Gatt) last month. How- ! 
ever, Washington subsequently I 
withdrew toe threat after prog- 
ress bad been wiaite between 
the two parties in the negotia- 
tions to resolve the dispute. 

If Airbus Industrie, as Mr 
Pierson predicts, makes a 
profit this year, the partners 
will receive a dividend. For 
Professor Roland Smith, BAe’s 
chairman, thi* would be a 
“major step forward" but he 
also recognises that the consor- 
tium still has a long way to go 
before producing a real retain. 
Moreover, AI conducts all its 
business in US dollars and its 
accounts are thus not snttfect 
to swings In the dollar 
exchange rate. This is not the 
case for the indMdnal partners 
which have had to absorb the 
foil impact of the lower dollar. 

Airbus and Its partners 
believe the consortium will 
become one of Europe’s biggest 
industrial groups by the mid- 
1990s with an animal turnover 
of about $15bn. With its broad 
family of airliners. Airbus 
expects to command at least 30 
per rent of the commercial air- 
craft market during the next 
few years, and for certain cate- 
gories like the A330 wlde-body 
twins as much as 48 per cent. 

But if Airbus is to convert its 
impressive marketing success 
story into financial success, 
much wffl depend on whether 
the maikrt for new commercial 
aircraft wffl continue defying 
toe tews of gravity. 


Britain’s entry into the ERM 

Fixed exchange rates and 
the lessons of history 


D ebate on the UK’s 
adherence to the ERM 
has been conducted far 
too much in terms of economic 
and political doctrine. A hard 
look at the ac tual economic 
experience of recent years may 
therefore be useful. Such a 
look prompts the conclusion 
that if UK adherence a 

fixed sterling exchange rate 
with the D-Mark, the effect 
would be highly damaging to 
this country. And if it does not, 
nothing will have been gained 
by joimng. In any case, fixity 
with fbe EC currencies will 
still mean floatin g w ith the 
currendss of the rest of the 
world, with whom we do half 
our trade. 

The exchange rate is a price 
like any other, which brings 
rfjffipHmt economies into some 
sort of balance. If you fix it, 

you will just as certainly gen- 
erate Imbalance elsewhere as if 
you permanently fixed the 
price of oil or rate of income 
tax. Unfortunately public opin- 
ion swings every 20 years or so 
between demanding floating 
rates when they are fixed, and 
fixed rates when they are float- 
ing. 

History shows, first, that 
exchange rate levels are more 
important than ever, and sec- 
ond that the UK is particularly 
sensitive to them. Between 
mid-1979 and November 1980 
the sterling rate against the 
dollar rose from S2 to 12.45. 
There followed the sharpest 
fall in UK real output in a 
three-year period since 1850. 
Real manufacturing output fell 
20 per cent in three years. 
Unemployment rose 60 per cent 

in the 18 months up to January 
1981. and for the only time in 
UK history the rise continued 
for seven years. 

- Then, sterling fell 30 per cent 
against the D-mark between 
July 1985 and February 1987, 
-with dramatic results. In i m , 
unemployment started to drop 
for the first time for seven 
years. Nigel Lawson discovered 
that he had perforated, though 
unintentionally, an economic 
mhufik. Meanwhile in France 
and Italy, which had Joined the 
ERM, unemployment was 
steadily rising mid is today 
well above UK levels. France’s 
total unemployed doubled in 
the years between entry to the 
ERM and 1989. 

All the ar g u ments used for 


By Douglas Jay 

joining the ERM were used 
from 1920 to 1925 for Using the 
doJlar-steriing rate of exchange 
at the historic $4.86. This 
would, we were assured, 
achieve "stability’’, and a 
“strong currency 1 ’. For a few 
™™th« in 1925 the fixed rate 
was greeted with euphoria. But 
by the end of that year the 
nm Twwnif of the coal industry 
collapsed, and 1926 brought not 
stability, but a six-month coal 
strike, the General Strike, 
long-drawn-out unemployment 
and an inwirtftlq run cm ster- 
ling in 1931. Keynes had esti- 
mated the over-valuation In 
1825 as 10 per emit, much less 
than it is today. 

In the UK after the 1931 
depreciation, a remarkable 
recover y oc cu rre d . The freeing 
of the exchange rate enabled 
interest rates to be reduced. 
The Bank rate dropped to 2 per 
cent at the time of the June 
1982 War Loan conversion and 
stayed there for 20 years. UK 
unemployment steadily fell. 
Manufacturing output rose 58 
per cent (in real terms) 
between 1932 and 1937. Yet in 
these same years after 1931, 
France, Belgium, Holland, 
Switzerland and Poland formed 
the "Gold Bloc", an almost 
exact prototype of the ERM. 
Gold parities, and therefore 
mutual exchange rates, were 
fixed, and central banks 
worked together. From 1931 to 
1935-36 all these countries suf- 
fered deepening depression and 
unemployment until Belgium 
broke ranks and devalued in 
1935, followed by France in 
1936; when recovery began. 

After the 193945 war the UK 
devaluation of 1949 was an 
adjustment to the economic 
facts of the postwar world: and 
was followed by a UK balance 
of payments surplus in 1950 
and throughout most of the 
1950s. In the view of Sir Alec 
Cairn cross (“Sterling in 
Decline") that devaluation 
restored balance between the 
whole sterling and dollar 
worlds. The 1967 depredation 
gave os nearly £lbn in pay- 
ments surpluses in 1970 and 
1971, with low unemployment 
and without ofl. Similarly, the 
German economic miracle of 
the 1950s was very greatly 
helped by a much undervalued 
DM, which was shrewdly 
devalued with staling in 1949. 

The right exchange rate for 


any economy is that which wffl 
enable it to use Its full capacity 
and achieve a sustainable bal- 
ance of payments. Sterling is 
therefore demonstrably over- 
valued today, probably by 15-20 
per cent in the view of Profes- 
sor Wynne Godtey and fellow 
authors (“Britain’s Ec o n o mic 
Problems and Policies In the 
1990s" IPPR>. 

Those who now believe that 
the "discipline" of a high 
exchange rate would somehow 
restrain further rises in pay 
rates and prices are, 1 fear, 
misleading themselves. First, 
because most pay negotiators 
are not themselves unem- 
ployed, and second because 

exorbitant Salaries earned in 
the City have made any patri- 
otic or moral appeal for moder- 
ation useless. In these circum- 
stances, big and small 
companies, squeezed between 
weak demand and rising pay 
rates, would more often be dis- 
ciplined into liquidation. But 
the greater error of believers in 
this discipline is to forget that 
any rise In prices due to a 
lower exchange rate, needed to 
correct overseas deficit, te ■im- 
ply the real premium which a 
nation charging too much for 
its goods has to pay for getting 
back into balance. 

Britain has now deprived 
itself of Import control*, 
exchange control. Incomes poli- 
cies. low -cost food Imports, and 
credit controls. The only 
instrument left for curing our 
huge balance of payments defi- 
cit is. therefore, the exchange 
rate. To give it away seems to 
me a strange decision. And the 
most probable outcome must 
be expected to be a few 
months, perhaps weeks, of 
euphoria, followed, as in for- 
mer years, by a worsening pay- 
ments deficit, a weakening 
pound, higher interest rates, 
loss of reserves, and rising 
unemployment 

Moreover, in the ease of a 
persistently weak expo r ter like 
the UK the rate which is right 
tme year will be wrong two or 
three years later. Until the fun- 
damental weaknesses and 
handicaps hampering our econ- 
omy are remedied, the need is 
for prudence and not gratu- 
itous adventure. 

The author is a firmer Labour 
MP, financial secretary to the 
Treasury and president of the 
Board of Trade. 


Link With The DAE 

Abu Dhabi 
Commercial Bank 


UNITED ARAB EMIRATES 


If you are looking for a 
UAE bank with a solid 
backing and high liquidity, 
it is Abu Dhabi Commercial 
Bank (ADCR) you are 
seeking. 

A bank with specialized 
services, a wide netwoik 
and global links cannot 
fail you. 

• Prominent UAE Bank 

• Incorporated with the 
government of Abu Dhabi 

• 64 % of equity held 
by the government 

•' Paid-up Capital 
Dhs.1,250 million 
( U.S. $ 340 million ) 

• Global connection 

• High liquidity 

• Steady day-by-day 

growth under all conditions 

Be it your private needs or your trade needs in the UAE, 
ADCB is your most trusted banking partner. 






For further information please contact: 



Abu Dhabi Commercial’Bank 


PABox. 939 PABX 2-720000, Abu Dhabi, UNITED ARAB EMIRATES. 
Corporate Banking Group TeL No. 791368/721 193/725334/722846 
Correspondent Banking TcL No, 783386 

Telex 22244 ADCBCR EM, Telefax 2-776499. Reuter Code: ADCU Tolerate Code 3358 
Bombay branch : Rahmat Maozit, 75 -B Veer Nariman Road 
P.OJjtox. 1 1248 Bombay TeL 22-2027254 Telex 11-85481 ADCB IN 11-82210 ADCB IN 
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Soviet bank law clears first hurdle 


By Quentin Peel in Moscow 


LAWS creating a 
semi-independent central bank 
and laying the foundations of a 
commercial banking system 
were yesterday given a first 
reading hy the Supreme Soviet 
in Moscow. 

The new central hank sys- 
tem, if it survives the parlia- 
mentary committee process 
without much amendment, will 
have federal aspects, in some 

ways resembling the US Fed- 
eral Reserve system. 

The fixture bank would be 
ultimately responsible to the 
Supreme Soviet, not to the 
Soviet government 

Its board of governors would 
be dominated by nominees of 
the central banks of the Soviet 
republics. But those banks 
would have to delegate their 
powers over money supply and 
credit to the union central 
bank. 

A new law on the state bank 


- Gosbank — of the USSR has 
been drawn up after wide 
international consultation, 
including the Bank for Interna- 
tional Settlements, in an effort 
to make the organisation com- 
parable with western institu- 
tions. 

Although it would come 
under the jurisdiction of the 
Council of Ministers, the coun- 
try's executive government, its 
chairman and two deputy 
chairmen would be appointed 
by the Supreme Soviet for 
seven years, compared with 

only five far other government 
ministers. 

In an effort to prevent the 
traditional Soviet government 
practice of printing money and 
appropriating savings from the 
state banking system to 
finance budget deficits, the 
central bank will in future be 
required to draw up an 
directive on money supply, to 


be a p p r oved by the Supreme 
Soviet 

Once a pp roved, the directive 
could not be altered by the 
government without parlia- 
mentary consent 

The new law is “based on 
the experience of the (JS Fed- 
eral Reserve and the German 
Bundesbank”, according to Mr 
Dmitri Menshikov, chief econo- 
mist in the international mone- 
tary and economic department 
at Gosbank. 

The key to approval of the 
new legislation will be the 
response of the 15 union repub- 
lics, who must be persuaded 
that their own economic “sov- 
ereignty” will be adequately 
protected. 

The new law lays down that 
the federal bank will be 
responsible for a single cur- 
rency, conducting a single 
monetary, credit and foreign 
exchange policy. 


However, the new Soviet 
mania for devolution means 
that, in addition to the 15 
union republics, another 20 
so-called “autonomous repub- 
lics'* are demanding some say 
xntral hunt 


in the new central 
“Each republic seems to 
think that they should keep 
hold of tbeir own bank, in 
order to provide their own 
source of money," Mr Viktor 
Gerashchenko, Gosbank’s 
fThairwifl^ s aid yest e rday. 

He added that the new laws 
made no change to two key 
monopoly hanks in the state 
system: Vneshekonombank, 
responsible for foreign eco- 
nomic transactions, and Sber- 
bank, the state savings bank. 

Vneshekonombank guaran- 
tees Soviet sovereign debt 
“Only when our external 
payment situation improves 
can it become a real commer- 


cial institution,” be «*ih 


Industrialist sentenced in Recruit trial 


By Ian Rodger in Tokyo 


ONE of Japan’s most senior 
industrialists was sentenced to 
two years' jail yesterday, 
suspended for three years, for 
taking bribes from the Recruit 
publishing group. 

Mr Hisashi Shinto was 
accused of taking the bribes 
while be was chairman of Nip- 
pon Telegraph and Telephone, 
the privatised utility, three 
years ago. 

The sentence was suspended 
because of extenuating circum- 
stances. Mr Shinto Is 80. 

Judge Takeshi Okada of the 
Tokyo district court also 
imposed a Y22.7m ($173,200) 
fine on Mr Shinto, saying that 
he had to bear much blame for 
having seriously undermined 
public trust 

Mr Shinto's resignation from 
NTT in December 1988 was the 


first shock In what came to be 
known as the Recruit scandal, 
an affair arising from revela- 
tions of large-scale buying of 
influence and favours by Mr 
Hiromasa Ezoe, the Recruit 

chairman from p oliticians and 
leading businessmen. 

It ultimately led to the rerig- 
nation of Mr Noboru Takeshita 
as prime minister in May 1989 
and tarnished the reputations 
of several other leading politi- 
cians, inefnHing Mr Yasuhiro 
Nakasane, a former prime min- 
ister. 

Mr Shinto had a distin- 
guished career in the ship- 
building industry before taking 
on the challenge in 1979 of 
leading NTT into the private 
sector. He encouraged it to 
help Recruit develop a data 

wwimnTriratinng bUSfoesS and 


in r et ur n received a large allo- 
cation of pre-flotation shares in 
a Recruit subsidiary. 

Judge Okada said yesterday: 
“The defendant’s criminal 
responsibility in the case is 
extremely great in view of his 
social status, the case’s social 
impact and NTT’s status as a 
firm designed to serve the pub- 
lic.” He recalled that Mr Shinto 
had tried to cover up the share 
purchase fay putting it in the 
name of his secretary and then 
initially denied bis involve- 
ment 

It is not known whether Mr 
Shinto will appeal. 

In separate trials, other 

HrfwiHanh: incfiiHing Mr Talran 

Fm' tnamL a former chief cabi- 
net secretary, have dented that 
what they received from 
Recruit amounted to bribes. 



Higashi Shinto 


Ford adopts 
tough stance 
in Jaguar 
pay talks 


By Michael Smith, Labour 
Correspondent, in London 


JAGUAR, the luxury British 
car maker, is demanding radi- 
cal changes in working prac- 
tices as part of the most com- 
prehensive reform package 
sought by any UK car manu- 
facturer for years. 

The company said that any 
pay settlement would be condi- 
tional upon the removal of 
demarcation lines between jobs 
and unions. 

Jaguar warned its 11.000 
manual workers that unless 
they agreed to the changes 
they could not expect a settle- 
ment any better than the last 
one. That agreement, lasting 
two years, led to rises of 42 per 
cent and 4 per cent 

The company's tough stance 
coincides with a demand by 
unions for rises in line with 
the awards made at Ford and 
Vauxhall. which were in excess 
of 13 and 12 per cent respec- 
tively. 

For years Jaguar has trailed 
significantly behind its compet- 
itors in the introduction of 
working practices. 

Mr Bill Hayden, the chair- 
man of Jaguar, who was 
appointed following Ford's 
takeover of the company last 
year, said earlier this your that 
it would be necessary to 
remove the demarcations at 
Jaguar plants that bad disap- 
peared at Ford plants 15 years 
ago. 

Among the most significant 
changes it Is seeking is an end 
to the quota system of work- 
ing. whereby employees are 
allocated a specific quantity of 
tasks each day and then stop 
productive work once these 
tasks have been performed. 
Instead. It wants “foil shift 
working.” It also wants work- 
ers to: 

• Take individual responsibil- 
ity for quality, including self 
inspection of work. 

• Acquire and use new skills 
and be trained to apply process 
improvement techniques: 

• Commit themselves to 
"never ending process 
improvement”, to be accompa- 
nied by participation, in work- 
place discussions led by super- 
visors. 

• Agree to “practical steps” to 
reduce unofficial work stop- 
pages . 

One union leader said last 
night he thought a deal could 
be achieved in spite of the com- 
pany’s tough demands. 


British Conservatives split 
over European integration 


By Philip Stephens, Political Editor, in Bournemouth, England 


DIVISIONS within the British 
Conserv ati v e Party over Euro- 
pean integration were 
reopened yesterday by Mr 
Nicholas Ridley; the former 
trade secretary, in a sharp 
attack on the Thatcher govern- 
ment’s decision to take sterling 
into the EMS exchange rate 
mechanism. 

His judgment that it would 
be Impossible to maintain a 
"stable relationship” between 
sterling and the Dmark came 
as Mr Michael Headline, the 
former defence minister, called 
for membership of the ERM to 
mark the first stage in a more 
positive British approach to 
the European Community. 

The two speeches at the Con- 
servative conference in Bour- 
nemouth, marking out the 
respectlves poles -within the 
party over Europe, coincided 
with confirmation that Mrs 
Margaret Thatcher, the prime 
minister, will face pressure 
from cabinet colleagues to tone 
down her opposition to a single 
European currency. 

Mrs Thatcher is being urged 
to accept in principle a com- 
mitment to the creation of a 
single European currency 
when the Community’s Inter- 
Governmental Conference 

(ZGO on economic and mone- 
tary union meets in December. 

One suggestion is that she 


should agree to a formula 
under which Britain would 
sign up with its EC partners on 
the goal at a single currency 
bat would retain the righrto 
withdraw before a final com- 
mitment was made in perhaps 
five years’ time. 

Another suggestion envis- 
ages such an agreement being 
accompanied by the qualifica- 
tion that a further unanimous 
vote in the Council of Minis- 
ters would be needed in the 
future before a single currency 
could be established. 

One senior insider said that 
Foreign Office and the Trea- 
sury were seeking a way to 
allow the prime minister to 
insist that she had not agreed 
to the “the abolition of the 
pound", while persuading 
Britain’s EC partners that it 
was prepared to move in that 
direction. 

There are few signs, how- 
ever, that Mrs Thatcher is 
ready to budge, despite her 
agreement to ERM entry. Mr 
John Major, the chancellor of 
the exchequer, has said that 
his plan for a “hard ECU” 
could lead to a single currency. 
Mrs Thatcher insists no com- 
mitment has been made. 

Downing Street has indi- 
cated thnt ffre priq w* minis ter 
is planning to warn the IGC 
that Britain is ready to exer- 


cise its veto if its partners 
press ahead with the Delors 
blueprint. 

Mr Ridley's i n t e rv e ntion on 
the ERM angered his former 
colleagues in the cabinet and 
was seen by some as an indica- 
tion of his continued resent- 
ment at being denied the job of 
chancellor before his enforced 
resignation this summer. 

Mr Ridley warned that 
Britain risked bring tied to an 
“over-valued" currency. 

That prompted Sir Geoffrey 
Howe, the deputy prime minis- 
ter, to emphasise that there 
could be “no turning back" 
from the derision to link ster- 
ling to the currencies of 
Britain's European partners. 

He also stressed that the 
government would pay an 
active and positive rale at the 
IGC. 

For his part, Mr Heseltine 
dismissed suggestions that 
greater economic integration 
would force any loss of sover- 
eignty and warned that Britain 
could not afford to be left 
behind as it had been when 
France and Germany agreed 
the arrangements for the Com- 
munity in the 1950s. 

He called for the government 
to follow up the weekend deci- 
sion by restoring the indepen- 
dence of the Bank of England. 
Conference report. Page 10 


Negotiators 
to speed up 
work on 
Uruguay 
trade talks 


By William DuIHorce 
in Geneva 


A SPEED-UP in work on the 
Uruguay Round round of 
world trade liberalisation 
talks was agreed by negotia- 
tors meeting in Geneva yester- 
day. 

The December deadline for 
concluding the four-year 
round, covering 15 trade areas 
from agriculture to services 
and tariff redactions, had been 
threatened by failure to 
adhere to a timetable for com- 
pleting sections of the overall 
agreement set down by the 
Trade Negotiations Commit- 
tee, the round’s governing 
body, in July. 

The talks have reached 
Impasse in a number of crucial 
areas including farm trade 
reform where they have been 
tripped by wide differences 
between the US and the Euro- 
pean Community. A break- 
through in agriculture is gen- 
erally regarded as the key to 
the snccess of the whole 
round. 

Mr Arthur Dunkel, director* 
general of the General Agree- 
ment on Tariffs and Trade 
(Gattk yesterday read the riot 
act to negotiators at a meeting 
in Geneva. He warned that the 
ambitious attempt to liberalise 
trade cpnld go down in history 
as “the round at lost opportu- 
nities and relaxed negotia- 
tors”. 

However, he said, the EC 
and the US had now c onfirm ed 
that they would each submit 
their proposals for reforming 
farm trade by next Monday. 

On that day also. Commu- 
nity farm ministers will meet 
to reconsider the EC plan put 
forward by Mr Raymond Mao- 
gharry, agriculture commis- 
sioner. They had re f ected his 
plan M fi i tr fliig week. 

The US proposal, mean- 
while, has been delayed by the 
dispnte over the budget in 
C o ngress. 

As part of the effort to accel- 
erate work on the round, nego- 
tiators in Geneva, reinforced 
by senior officials from their 
wrpttals, will from next Mon- 
day move on to a three-shift 
— morning, afternoon and 
evening - daily schedule, Mr 
Dunkei said. 

Under the new deadlines 
accepted by negotiators yester- 
day, agreed texts on nine 
“easier” subjects, such as new 
rules for pre-shipment inspec- 
tion of goods, gove rnm ent pro- 
curement, and the revamping 
of Gatfs dispute settlement 
system, are to be ready by 
October 19. 

October 26 has been 
accepted as the deadline for 
agreements on the hotly dis- 
puted revisions of Gatfs anti- 
dumping and subsidies codes 
mid a greeme nt rules for far- 
fig n investment. 

Tough issues such as form 
reform, liberalising of trade In 
textiles and clothing, new 
rules for intellectual p ropert y 
rights and safeguards that 
be taken by governments to 
protect industries against 
import surges, are scheduled 
to be finalised on November 2. 

Finally, an agreed text on 
liberalising the $6Q0bn a year 
trade in services is to be ready 
by November 12. The state of 
the talks will then be assessed 
in the following week, leaving 
two weeks for documents to be 
prepared for the ministerial 
meeting in Brussels. 


Concern over 
Gulf depresses 
UK market 


Continued from Page 1 
vent it weakening towards the 
bottom of its band. 

Against the dollar - stricken 
by the US difficulties with its 
budget deficit - the pound 
closed almost unchanged at 
$1.9705. The dollar touched a 
record low of DM1.5195 in 
Europe yesterday as the cha- 
otic process of US budget-mak- 
ing continued a eaind toe back- 
ground of rising Gulf tensions. 

The cut in UK interest rates 
was thought to be a factor in 
sterling’s falL Analysts said 
that further cuts would under - 
mine sterling's attraction as a 
high-yielding currency within 
ftp mechanism. 

The base rate cut had a par- 
ticularly negative impact on 
the bond market, where prices 
foil by almost a whole print as 
yields on UK exits lost their 
premium over other European 
government bands. 


US rebukes Israelis 


Continued from Page 1 
the Galilee village of Tanrra for 
a 28-year-old Israeli Arab killed 
in Monday's and in the 
Arab town of Tribe, roads were 
Mocked and tyres set on fire, 
while several policemen were 
injured by stonethrowers. 

In Arab East Jerusalem, 
police arrested Sheikh 
Mohammed Said Jamal, deputy 
spiritual leader of Moslems in 
the Holy Land, on suspicion of 
having incited the attack. Mr 
Ya’acov Turner, the Israeli 
police chief, said he did not 
expect further violence in the 
city. At the same time, he 
called on Israeli Arabs to 
restrain themselves, saying: 
“Enough blood has already 

been spilled. ” 

The Arab world, deeply 
divided over Iraq’s seizure of 
Kuwait, joined ranks to con- 
demn the bloodshed in Jerusa- 
lem. The Arab League 
denounced the killings as "a 
horrific massacre” and called 
for urgent Security Council 


measures to protect Palestin- 
ians living under occupation. 

Western officials said it was 
unclear what new missile Mr 
Saddam may have been allud- 
ing to, but they noted that Iraq 
claimed last December that it 
had launched a three-stage 
rocket capable at putting satel- 
lites into space. Iraq, in collab- 
oration with Argentina and 
Egypt bad been working on a 
solid fuel rocket, code-named 
“Condor 2." It baa also 
achieved success in extending 
the range of Soviet-supplied 
Scud B missiles that were used 
to hit Tehran during the Gulf 
war. 

in Baghdad, an Iraqi Foreign 
Ministry official said the inter- 
national community should 
force Israel to recognise Pales- 
tinian rights “in the same 
severe way that the Security 
Council showed in response to 
the events in the GulL" The 
Council has passed eight reso- 
lutions dptmmrfmg Iraq’s with- 
drawal from Kuwait 


Bush agrees 
plan to solve 
budget crisis 


Continued from Page 1 
reasonable deal.” 

The main attention is now 
shifting to the tax-writing 
House Ways and Means and 
the Senate Finance' commit- 
tees, which are due to recast 
the details of the package by 
this weekend. 

Their Democratic chairmen 
have already indicated a will- 
ingness to consider a tradeoff 
between a cut in capital gains 
tax for an Increase in the top 
marginal rate of income tax. 

This issue was the most diffi- 
cult during the five-month long 
budget summit talks because 
of the White House’s unwilling- 
ness to accept higher income 
tax rates. 

But yesterday Mr Bush said 
that if a proper balance 
between capital gains and 
Income tax changes could be 
worked out it would be fine by 
him. 
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The real world 
breaks in 


■£ 


The London market's holiday 
from the outside world, has 
proved even briefer than expec- 
ted. The chief reason is once 
more the oil price, back in the 
news as a result of the shoot- 
ing in Jerusalem and further 
minatory noises from Iraq. It is 
hard to see the Gulf issue 
receding from public con- 
sciousness again this side of a . 
resolution. This is not .only . 
because the military build-up 
r eaching tf* rUirw y u is also 
the peak time of year for oil 
demand, with the result that 
the headlines are more Hkely 
to be concerned with price 
rises than price foils. 

The paradox is that sterling, 
now seemingly bereft of ERM 
appeal, might have fared noise 
yesterday were it not for its 
residual status as a petrocur- 
rency. At its close of just 3 
D-marks, it is bang in the mid- 
dle of its permitted range;, 
eight pfennigs either way and 
the authorities would have to . 
intervene. From the currency 
speculator's viewpoint, sterling 
appears neatly poised between 
opposing forces: on the one 
hand, the depressing prospect 
of further interest rate cuts 
am! a resumption of gilt fund- 
ing; on the other, the fact that 
with an election in the wind, 
the UK Government can 
scarcely afford to. devalue. It 
sounds rather like a recipe for 
drift. The equity market may 
not be so lubky. 


Cadbury Schweppes 


Share price rotative to foe 
FT-A A*-Share Index 
23 0 



exdudes the UK. when 
Europe index is apparently 
only a - few months 
the moment, there, ignore 
Investor interest in expo&re to 
individual countries 1 than to 
Europe as.awhalAfotegraffoa 
Tins farther to go before a tin- 
gle European bine 

becomes a " ' 
tiou. 


For now , LAM is not reveal- 
ing the minutiae of its 
finaiwx:, though onand-off bal- 
ance sheet net debt was £L03m 
at the last year-end. Us board 
includes four non-executive 
d ire c to r s of the calibre of the 
^hair-man, Mr Nonxutn Ireland, 
ex-finance director of BTR; a 
former head of property at 
Standard life; a representative 
of BJCC, which owns 14 per 
cent of tam; and one from a 
real estate - subsidiary of 
France’s Sues. One might have 
expected such a body. to heed 
the warnings from the Gover- 
nor of the Bank of England on 
excessive property borrowing. 
Curiously enough, the Bulk’s 
in-house pension fond owns 3J. 
per nant of tte r nwipany i 


L&M 


Euro-index 


These are not the midseven- 
ties. There is no three-day 
week, .secondary bankers are 
not dropping like ffigg and thp 
UK’s commercial' real estate 
market not crashed. These 
truths are worth restating. 
Times are hard in property, 
and will get harder in overaup- 
plied sectors fike the City of 
London offi ce market. But in 
1974, even the MEPCs of this 
world were dose to the edge. 
As Speyhawk has been show- 
ing recently, a highly-geared, 
go-go developer can trade its 
way through provided it knows 
its business. Conditions are not 
so dire that good property com- 
panies with sensible boards 
should end up in trouble. 

Hence the ' questions that 
sprang to' mind yesterday at 
the sight of London & Metro- 
politan having Its shares 
suspended at 8p, a sorry plight 
for a comp a ny floated at 145p 
four years ago. The proximate 
cause, it would appear, was 
Monday’s collapse of the 
County Hall project, in which 
L&M is deeply involved. But 
how did the company find 
itself in such a pickle? 


. At first sight, tire logic 
behind yesterday's -announce- 
ment of the FT-SE Enrotrack 
100 Index , seems compelliiigly 
straightforward. For the lnter* 
Tiatirmai Stock, Exchange, the 
index represents an «**Mnp t to 
forestall Continental rivals and 
protect its lead, courtesy of 
Seaq International, in cross- 
border trading of the main 
European stocks. Some inves- 
tors, particularly jn Japan and 
tiie US, will undoubtedly see 
ftp attraction, of buying real 
time exposure to European 
markets without faring undue 
currency and. stock-picking 
complications. The index 
neatly wraps up the best 
researched stocks and sensibly 
includes important non-EC 
markets. - *. 

On deeper inspection, how- 
ever, It is hard to see the index 
as anything more than a well 
timed and constructed first 
step. The 1SE is candid enough 
to hint that the quick creation 
of a linked futures contract 
wfll be vital to its success..But 
how many important intema- 
tional funds wffl jump aboard a 
European index which 


Cadbury Schweppes 

General Cinema's gglgtt sails 
of its Cadbury stake recalls* 
whole vanished world of lever: 
age, mega-bids and the' magic 
of brands. When the Cadbury 
share price, took- off in. 1988, ft 
was primarily in respo n se to 
the Nestle bid for Rowbtzee. 
Bat Rowntree- was not only a 
for simpler takeover propoai- 
tton than the diversified- Cad 
bury; Nestl6 also had cash in 
hand. For a white, the market, 
nourished hopes of other - bid. 
ders such as. FhJMp Morris .or 

SuchariL But wtfon the latter 

foil prey to the former back in 
June; it' was time for the 
already dog-eared book on the 
Cadbury break-up to go .info 
the dustbin. . -".V- 

At yesterday’s 312p, the Cad- 
bury price is- on around 12 
-rimes current year earnings. 
Its present growth momentum 
js. such. that tins is probably 
sustainable,, subject to institu-- 
tinnni indjfflgdm after yester- 
day's the longer 

view, .the shares might how 
seem unattractively Immune 
from takeover. But should; the* 
management stumble, -.there 
will doubtless be other preda- 
tors next time round- 


I T .JS - 
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British Steel 


Just wait for tire next steel 
industry upturn. . It ia hard to 
see Sir Robert Scholey*s 
dogged' advance into the Euro- 
pean stem business, his latest 
target befog Spain’s Aristrain, 
making much, at: a difitermce 
this time - azOifod. -Ad last 
pight“s 124p, British Steel is 
yielding hot much short of M 
per cent 1 prospectively. This 
suggests,, first, worries in the 
market's mind about the depth 
of. the steel market crunch 
between now and 1992: and sec- 
ond, reasonable concerns that 
cash buUays~sudL as British 
Steel’s £500m per annum capi- 
tal spend, or its string of acqui- 
sitions and its rising tax M0, 
are fast gobbling up the £63lm 
of liquid funds In last year's 
balance sheet' 'Ear the longer., 
term, though, deals Uke Aria- 
train are: welcome if only as. 
fresh evidence. that the. over- 
politicised European . steel 
industry is freeing up, -- 


haUSra* 
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Tfe ^ i err«Bni ei tf i8iasuedmcB m ti B MM» 'wMniieiaqnagmenisQfdieCannc3QfTheInIenatMaatStocfc F.Trhaiig »ftf 
the United Kingdom and the Republic of. Ireland Landed ("The Stock Exchange”). It does not constitute an offer er 
invitation to any person to subscraie lor orpothase any wcbkUcs in Brabant Resources pic. Appfication has been made 
for grant of pernasaoo C T e nnimiiu o") to deal in the Unfisted Securities Market on The Stock Exchange in die • 
inxfennentioaed seasides of Brabant Resources pic. It is emphasised that no apfScatun fas been: made for these' 

securities to be admittiedto listing. 


Brabant Resources pic 


(incorporated m England and Wales under die Companies Act 1985 RegtsteredNo. 2349192) 


OFFER FOR SUBSCRIPTION 
by 

County NatWest 
Wood Mackenzie & Co. Limited 


of 10,800,000 ordinary shares of £1 each at 155p, per share 
payable in fall on application ; 


Authorised 

220 , 000,000 


SHARE CAPITAL 


inordinary shares of £1 each 


Issued and to be 
issued fully paid 

£16623,266 


Uptm Penmgoo becoming effective, foe issued share capita] of Brabant Resources pic wffl consist 
offfM>23, 266ordinary shares afl of which will be identical and form one dare ranldngpflripassii in aS 


Brabant Resources pic is an oil and gas exploration and production company 
whose principal assets are located in the UK. i ^_ 


Mac j tfinge & Co* Laafted has received firm undertakings to subscribe** a 
of S.WOOOorSnary shares, representing 50 percent, of foe shares being offered, which win 
be aOocated mfolL A total of 5,400,000 orfmary shares, aS of winch have been'underwritten. are 


obtained during normal business hoars from the addresses set out beto w b^bvtfitetWt^S- 
unffl24 October 1990, foe date on which dealings are expected to cammed ********* re<pie * 


County NatWest Wood Mackenzie & Co. Limits 
135Bishopsgate 
Londo n 
EC2M3XT 


071-3756562 


Brabant Resources p]c 
' Sterling House 
150/152 High Street . 
Tonbridge ' 
Kent TN9 IBB . 

0732364405 


Finsbury Square, London EC2A 1DD. 


to and 
4656 


10 October 1990 


;ev 
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Goodman examiner 
applies for extension 

The examiner for Good- 
man I nter na tional, the 
group headed by Larry 
Goodman (left). Is 
looking for more time to 
try to unravel the com- 
plex financial affaire of 
Ireland and Europe's 
biggest beef processor 
and exporter, Goodman 
is heavily Indebted to 30 
banks and is under the 
protection of the Irish 
courts until the end of 

tfte.year. But Goodman's creditors are clearly 
becoming anxious, says Kieran Cooke. 

Pag*33 




Roman tackles Identity crisis 

(toman & Co, the Japanese trading house, has 
unwillingly become a symbol of the property 
indulgences of corporate Japan. But Roman is 
determined to prove that ft Is not a property 
speculator, amid growing signs that Japan’s 
real estate boom is over and that a faH, H not a 
plunge, in prices is a strong possibility. 

Page 28 


Why ofl prices rises the answers! 



The best brains of the off industry have been 
trying to figure out why oil prices have doubted 
since die invasion of Kuwait At times their 
analyses resemble the “arcane Intellectual 
meanderings of a medieval scholasfic debate” 
yet the universal conclusion Is that the oil mar- 
ket has displayed more efficiency in passing 
on price rises to consumers than In previous 
oil crises.-Steven Butler reports. Page 35 





Davies A Newman shaves drop 

Davies & Newman, the 
parent company of Dan 
Air (logo left), saw Its 
share price plunge yes* 
terday following criti- 
cism of the airline from 
one of the UK’s leading 
four operating organisa- 
tions. International Lei- 
sure Group, owner of 
- : v : fhtasun, said it would 

not be teasing aircraft from Dan Air next sum- 
merbecSuie at Aircraft were did and Htalff- 
denL Paul Abrahams reports. Page 32 


Learning the nhonUUiitton ropes ' 

As the barriers between banking and securities 
business are gradually eroded, the question of 
fiow to -supervise financial conglomerates is 
becoming increasingly Important Today the 
world’s banking regulators will meet In Frank* 
furtto tackle the problem for the first time. 
Katharine Campbell looks at the Topics on the 
agenda. Page 30 
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London exchange unveils European stock index 


By Richard Waters in London 

LONDON'S International Stock 
Exchange yesterday unveiled a 
new real-time stock market index 
of continental European stocks, 
signalling an intention to 
stre n g th en its grip an crossbar- 
der share flpaTrng- in Europe. 

The index, to be called the 
FT-SE Euro track 100, has been 
developed in association with the 
Financial Times. It covers 100 
leading cAntinenfail European 
stocks and is designed as a “sis- 
ter" product to the FT-SE ZOO 
index of UK shares. 

The exchange’s move pre- 
empts a girfififlr European 
to be based on Pipe, a proposed 
pan-European share prira infor- 


mation system being developed 
jointly by European exchanges, 
including the ISE. 

The length of time taken to 
develop Pipe, and the danger of a 
rival index being launched in the 
meantime. Is the reason the Lon* 
don exchange has acted alone, 

(rffWak say. 

The FT-SE Eurotrack 100 is 
based on the stock prices of 
non-UK companies quoted on 
Seaq International, the 
exchange’s market- 

place. These are continuous 
prices, unlike those available on 
many continental p- vrfmwfl w* , ami 
the fader, ir nriafafl f mm mfanto 
to minute, win continue to oper- 


ate outside the trading hours of 
other European domestic mar- 


St win be calculated hum 9.45 
to 3£0 daily. A second European 
index, to include UK shares, is 
planned for early next year. 

The financial Times, tywides 
lending its name to the FT-SE 
Eurotrack 100. will supply the 
exchange with information about 
capital changes in constituent 
companies to enable it to calcu- 
late the value of the fatter. 

The European Options 
Exchange in Amsterdam recently 
launched its own Europ ean 
faftev, and is understood to be 
discussing the development of 


General Cinema 
sells Cadbury 
stake for £31 5m 




de ri v a t i ve producta based on tbs 
index with Matif, the French 
market. 

Derivatives based on the FT-SE 
Eurotrack 100 are being consid- 
ered by the London International 
Financial Futures Exchange and 
the London Traded Options Mar- 
ket, which are planning a 
merger. 

However, the markets have yet 

to confirm they will me the 
FT-SE Eurotrack 100, and are not 
expected to make a decision 
before next spring, when they 
have had a chance to assess its 
performance. One concern is 
thnng ht to be the decision to cal* 
culate the index in D-Marks 


Apr 88 said 
Ticrtonger 
m. passive 
investor' 


rather thin the Ecu, which la 
used In the Amsterdam index. 

The ISE said it had ruled out 
the Ecu since it was not a cur- 
rency used by fund managers in 
assessing their European invest- 
ments. and did not offer the same 
range of currency hedging oppor- 
tunities as the D-Mark. 

The Index, which goes “live" 
on October 29, is weighted 

according to the countries’ rela- 
tive capitalisations. Within each 
country, the largest stocks in 
which there b a liquid market on 
Seaq International are included, 
provided there are no trading 
restrictions. 

Lex, Page 24 
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General Cinema Issues debentures 

buys 47.5m shares convertible kite 

far£90m C.S. shares 


By Maggie Urry in London 

GENERAL Cinema has walked 
into the sunset with an 380m 
profit after a £31 5m (8617m) plac- 
ing of its 102m shares in Cadbury 
Schweppes yesterday. The sale 
ends almost four years of uncer- 
tainty far the UK-based confec- 
tionery and soft drinks co m p an y. 

Cadbury shares Ml 23p to dose 
at 3Z2p yesterday, 3p above the 
placing price of 309p. 

General Cinema, the US cin- 
ema and speciality retail group, 
will receive nearly 8500m in cash 
after tax and costs. It said yester- 
day the sale would add $00 a 
share to its current quarter earn- 
ings. Its shares rose in response 
to the news. 

It that after the it 
would have $L5hn in cash and 
was “still looking for a new oper- 
ating business". 

General Cinema was once seen 
as a possible bidder lor Cadbury, 
ft said yesterday it sold the 


shares because it felt taking the 
pro fit on them was now the best 
option for its shareholders. 

It is thought General Cin- 
ema has been trying to sell for 
o ver a year but has seen the price 

Cadbury said it was encour- 
aged by the way the shares were 
so reamly taken up by institu- 
tional i n ve s tors, saying (his was 
a sign of confidence in the com* 




1 — May 88 

Nov 87 buys I buy* 4.8m 
57Jkn sharas j £>£• 
for £1 28m I torClGAn 




The sale was a “bought deal” 
with Barclays de Zoete Wedd 
Securities and Cazenove, the 
securities houses, jointly taking 
the shares on to their own books 
before placing them. They 
refused to disclose the price at 
which they bought the shares. 

General Cinema appears to 
have mads a «nwn return on its 
investment when spread over the 
period it held Cadbury shares, ft 
first bought shares in January 


• 1987 

1987, topping up its stake after 
the stock market crash in Octo- 
ber 1867 

At its' peak General Cinema's 
stake amounted to 1 8.4 per cent 
of Cadbury’s shares, but that per- 
centage has been dflntecL 

General Cinema is keeping 
l&2m Cadbury shares to satisfy 
holders of a debenture which is 
convertible into Cadbury shares. 
The debenture was issued in May 
1987 as a means of financing part 
of the holding . 

During 1988, when Nestld, the 
Swiss-based confectionery group, 
successfully bid for Rowntree, 
the UK sweets company. General 
fHmwnfl announced it “should no 


1988 

longer be considered a passive 
investor" in Cadbury and said 
that it had lined upturn of ftmds 
to buy more shares. 

At the time many people 
thought that this was an attempt 
to ffa«h out a Hd from elsewhere. 

General Cinema's only other 
overtly hostile move was in 1989 
when it used its state to delay 
for some weeks Cadbury’s 
request for shareholders’ 
approval to raise its borrowing 
powers. 

Cadbury said yesterday that it 
had not changed its business 
strategy while it had General 
Cinema on the share register. Its 
pre-tax profits have risen from 


1989 1990 “200 

030.7m in 1986 to vasm* In 1989. 
while the growth in earnings per 
share has been slower, up from 
1428p in 1966 to 2L£9p in 1969. 

As part of Its expansion strat- 
egy. the UK group has made a 
series of acquisitions - notably . 
buying in the minority of its Aus- 
tralian subsidiary, purchasing 
the soft drinks businesses Crush i 
in the US. Citresa in Spain, and ' 
the soft drinks side of Perrier, the , 
French mineral water group, ft 
has also taken over Trebor and 
Bassetts, two UK sugar confec- 
tkmexy ramfmwipft- At the half 
year stage its gearing was close 
to GO per cent 
Lex, Page 23 


Accor reports 50% rise in first-half net profits 


By William Dawkins In Paris 

ACCOR, the world’s largest hotel 
group in terms of the number of 
rooms under yes- 

terday reported a 50 per cent rise 
in first-half net profits and fore- 
cast a 80 per cent growth in earth 
Jugs for the year. 

The results come three months 
after Accor launched its $L3ha 
takeover of Motel 6, the cut price 
US motel <fl»>fa, which c” m|i too 
late to affect the first-half results. 

Because of its high debts. 
Motel 6 is expected to mate a 
slightly negative net contribution 


to Accor's group profits for 1990. 
These would grow from last 
year's FFr606 Jm ($117Jlm) to 
FFr787.9m, according to the 
group’s forecast * 

Net profits rose to FFt331m in 
the first six months of the year, 
from FFr220.6m In the same 
period of 1988, on turnover up by 
1JL9 per cent from FFr9.5bn to 
FFrlOJbn. 

Adding in a FFriMLSm extraor- 
dinary gain from the sale of a 
hotel in Pads, cash flow grew by 
just over 70 per cent from 


FFr633.7m to FFrlbn. A little 
under half of Accor's turnover 
came from hotels before the 
Motel 8 takeover, with the rest 
from institutional catering, res- 
taurants and luncheon vouchers. 

Accor has borrowed FFr5bn to 
finance its acquisition of Motel 6, 
doubling the group’s long-term 
debts to around FFt&Sbn, where 
they stand level with sharehold- 
ers’ funds, said Mr Olivier de Sur- 
vffle, group financial controller. 

Motel G> which was performing 
on target, would again contribute 


a small loss to group results next 
year, but fids would have little 
impact on Accor's overall profit- 
ability, said Mr de Survflla. 

Group operating margins wid- 
ened from &5 per emit to 945 per 
cent in the first half, thante to a 
high level of hotel activity in 
Europe, good progre ss from the 
luncheon vouchers business - 
where Accor is also the world 
market leader - and gains from 
the disposal of loss-making res- 
taurants. 

Brazil, where Accor earned 20.3 


per cezft df net profits In the first 
half, started the year strongly 
but baa rinra ham hit by the 
country's recession. 

Accor opened 49 hotels in the 
first half, bringing the total to 917 
by the end of June, to which the 
acquisition of Motel 6 in July has 
added another 536. The total of 
roams owned and under manage- 
ment is 13L900 worldwide. 

During the same period, the 
Ticket Restaurant luncheon 
v ouche r business added 275,000 


British Steel 
to take 
45% of 
Spanish 
steelmaker 

By Charles Leadbeator In 
London and Peter Brace 
In Madrid 

BRITISH Steel Is to buy a 45 par 
cent stake in Arfstrelu, the pri- 
vate Spanish steelmaker, as part 
of a joint venture announced yas- 
terday. 

The deal, subject to approval 
by the European Canuiualon, 
should revitalise British Steel's 
strategy for European expansion. 
The UK group suffered a setback 
last month after the collapse of a 
complex deal with Bancvto, the 
Spanish bank, to buy 80 per cent 
of Arlstrain. 

The Spanish government 
reacted with dismay to British 
Steel’s announcement. Mr Mari- 
ano Casado, secretary general 
for Industry, said the govern- 
ment was “cnonnooily con- 
cerned” by the deaL 

The Joint venture would pose a 
threat to state-owned RnsMesa, 
Spain's largest steelmaker. Arls- 
train Is Ensldesa’s main domes- 
tic competitor In steel sections, 
which arc mainly used in the 
construction industry. British 
Steel Is the leading European 
producer of structural steels. 

The Spanish government is 
worried that the proposed deal 
would open the domestic market 
to a flood of British Imports. Mr 
Casado said: "Enddesa could not 
enter a price war with British 
Steel - It Is too big:" 

Although the government can- 
not legally block the deal, it may 
put pressure on Arlstrain to 
involve a Spanish partner in the 
venture. 

British Steel would not dis- 
close the inter of the state but it 
is thought the deal would be 
worth about £114m (8223m). 
Arlstrain has. an ■""»*» turn- 
over of about £406m and a net 
asset value of about E22Bm. The 
partnership would give British 
Steel access to Spanish con- 
struction market, as well as to 
Arlstraln’s European distribu- 
tion network. 

The two companies have been 
negotiating for months. British 
Steel’s initial approaches were 
thwarted when the go v e rn ment 
fried to put together an alterna- 
tive bid from Basktesa and Altos 
Homos de Vizcaya, Spain's other 
integrated producer. 

However, AHV’s bankers 
refused to finance the deaL In 
August, Banco Espaflol de Cre- 
dito (Banesto) announced a deal 

with British Steel in which they 
would each take 40 per cent of 
Arlstrain. The deal collapsed 
when the stock market valuation 
of Banesto’s industrial fawinp 
was cut by the rise in oil prices. 
Lex, Page 24 


Maxwell places De La Rue 
holding in £74m disposal 




By Andrew HID In London 

DE LA RUE. yesterday escaped 
from the shadow of Mr Robert 
Maxwell, the publisher, when 
Maxwell Communication Cor- 
poration’s 21 per cent stake in 
the banknote printer was sold 
to institutions for £74m 
(8145.78m). 

Smith New Court, the stock- 
broker, placed the bolding yes- 
terday at 24Sp a share - an 
estimated loss for the Maxwell 
p ublishing empire of nearly 
fRQm Mr Maxwell first bought 
into De La Rue three years ago 
at an average price of about 
400p. 

Smith, which was appointed 
to auction the holding a week 
ago, is thought to have mgfta a 
profit of about £L5m an the 
“bought deal”. 

According to other market- 
makers, the broker, which has 


Robot Maxwell: loss 

carried out several such deals, 
took the De La Rue stake on to 
its books at 243p a share, 
be fore distributing it through 
institutional contacts. Smith 


refused to confirm how much 
it had paid for the line of stock 
De La Rue’s shares slipped gp 
to 254p yesterday. 

Mr Jeremy Marshall, De La 
Roe’s chief executive, said yes- 
terday: “We are just quietly 
satisfied that the situation 
has been resolved and we can 
get on with running the busi- 
ness.” 

Mr Maxwell has until Octo- 
ber 23 to pay off 8415m of 
short-term debt at MCC and 
the De La Rue stake was part 
of a planned programme of dis- 
posals, some of which have 
already been achieved. The 
group may have sold a small 
part of its holding before yes- 
terday: Smith placed 29.8m 
shares, compared with the 
80.5m shares Mr Maxwell was 
thought to control. 


SCA falls 4% and cuts 600 jobs 


By John Burton in Stockholm 

SCA, the Swedish forestry gr ou p 
that recently acquired Beedpack 
in the UK, yesterday reported a 4 
per cent foil in profits after finan- 
cial items to SKrL7bn (8300m) for 
the first eight, months of 1990. ft 
also announced it was cutting 600 
jobs at its Mfllnly eke hygiene 
products division. 

ft repeated its earner predic- 
tion that profits for 1390 would 
slide by ID per cent to SKz24hn. 
Sales during the eight-month 

SKrlS.Sbn, wiih^ haE^ of the 
increase a ttrib u ted to the take- 
over of Beedpack. 

Operating profits for 
Mfllnlycke, SCA’s biggest divi- 
sion, dropped by 19 per cent to 
SExdlOm, despite a 10 per emit 
increase in sales to SKr7.9bn. The 
profits were hit by a price war 
with the US group. Procter & 
Gamble, in the European dispos- 
able nappy market, where the 
two companies are the leading 


producers. Other Mfllnlycke 
hygiene products continued to 


MSlnlycke will cot GOO jobs out 
of its U^Obatrtmg workforce in 
an attempt to improve profitabil- 
ity. Other measures include con- 
centrating production in fewer 
plants, reorganising its adminis- 
trative structure and trimming 
its product Ufa* fa napphSL 

Some 200 of the job wit*, mo st 
of which ware disclosed earlier 
this year, will occur at 
MZBnlyehe's Telford plant in the 
UK, and the rest will be in 
France and Sweden. 

Mfllnlycke hopes that its 
rationalisation programme will 
produce cost savings of be t ween 
30 and 20 per cent It also plans to 
increase its marketing in 
southern Europe, where Euro- 
pean sales of disposable na ppfrff 
are lowest. 

SCA’b graphic paper division 
reported the biggest profit foil 


during the eight-month period, 
with earnings down by 39 per 
cent to SKr355m. The drop was 
blamed on higher production 
costs in Sweden, lower pulp 
prices, stagnating prices for 
newsprint, and a drop in produc- 
tion volume with the shutdown 
of two paper machines. 

Mr Sverker Martin-Lof, presi- 
dent, said Sweden's growing pro- 
duction costs were leading to 
lower proas for linerboard, pulp 
and printing paper, in co ntra st to 
the good profits shown by the 
company’s foreign operations. 

Reedpack. whose results were 
consolida t ed in SCA as of July 1, 
had an operating profit of 
SKrQgm for July and August The 
packaging division reputed a 23 
per cent rise in operating profits 
to RTCrtosm. This figure included 
in capital gains derived 
from the «ale of minority hold- 
ings in a&aodated comp ani es . 
Procter A Gamble, Page 26 


FOR TODAY’S INVESTOR 


Introducing 

Fidelity 

Funds. 


With heightened volatility in world stockmarkets challenging even the 
most astute international investor, investment flexibility, choice and flrst- 
Hass fund management 
expertise are now more mUm y- 9 

Important than even pjUte&SSiyiiUMuiMMMMdUteMMaMi£H 

That’s just what Fidelity H tariiMiit Cpuntrraum . Quod J| 

Funds otter. Am*** &**«-** H 

The launch of our new Europe Germany banvSSonai K 

global investment range — japan uonsK/mg surttng- M 

one of the most B 

comprehensive available to Kona- ■ 

date — mark.*! a significant uo t a ytea I 

step forward in international Singapore I 

investing. Thailand H 

For the first time you Unttea Kingdom JP 

have the choice of where, *Piri»«itHuichd MeutytWL-AKdbbiefem^^ 

when and how. to invest — around the world — backed by the global 
investment expertise of the world’s largest Independent investment 
management organisation. 

For a prospectus and further information contact any of the Fidelity offices 
listed below. 

London* Hilary Smith 44 71 283 9911 Hoag Bongt Richard Wbstcoat 852 848 1700 
Mnnkh: Stanley Bronlsz 49 89 33 6203 Amsterdam: Torn Scheer 31 20 710 976 

Ttipcii John Terjg 886 2764 8931 Jcraeyi Geoffrey Tift 44 534 71696 

Bermuda: Mike Sommerville 1 809 295 0665 
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Besides providing printed and on-line 
prices dafy we also publish them nfheVfeeldy 
Eurobond Guide. 

ft's pocked with up-to-date information 
on yields, amounts outstandng, ratings, who 
trades the issue, as well as coupons, maturity 
dates, lead managers^. 

So, by the end of the week, it's been 
heavily thumbed. By fund manager and 
analysts as well as by bond dealers. 

No wonder if looks a Btte ragged round 
the edges. 

It takes a lot of beating. 


FREETRl^LOFFER 

WUnras 

I AB&fiytietm and I nh nnaS a n} Ui, 

I Se^liiiaf»boui;Doddands London E149N& 
Tafaphone- 071 -S38 5656- Fax: 071 -538 4902. 

I Flaais send me a free copy aftfwVSfeeUy Eurobond 
Guide. 




CRI INSURED MORTGAGE 
ASSOCIATION INC. 

USD 140,000,000 Guaranteed Secured 
Floating Rate Notes doe 1998 

In accordance with the terms and conditions of the 
Guaranteed Secured Notes, notice is hereby given that 
for the period from October 10. 1990 to January 10, 
1991, the Guaranteed Secured Notes will cany an 
interest of 8.46875% per annum accruing on the 
outstanding principal amount of each Note. 

The relevant interest payment date will be January 10, 
1991 and the coupon amount of interest payable per 
Guaranteed Secured Note will be USD 2,010.61. 

Basque Generate du Luxembourg S A. 

Agent Bank 



JP¥5^00,OOOJ)00 
Floating Rate Secured 
Notes D«m 1983 
For the 3 months period 8th 
October, 1990 to 7% January, 
1991 die Notes bear the 
i nt er est rale at 8*4375%. 
JP¥21^28L00wil be payable 
from 7th January, 1991 per 
JP¥ 1,000,000 principal 

amount of Notes. 


Yamaichi Uemafional 
(Europe) Unfed, Agent Bank 



Hanson faces 
failure over 
Newmont 
shares sale 

By Kenneth Gooding, 
Mining Correspondent 

HANSON, the UK-based 
Anglo-American conglomerate, 
faces an embarrassing failure 
of its attempt to release at 
least $3fi0m of the $L5bn it 
has tied up in Newmont Min- 
ing, the biggest US gold min- 
ing group, analysts suggest e d 
last night 

Hanson and Newmont 
between them hoped to sell 
ihn New mon t shar es pha fim 
warrants. But yesterday New- 
mont said It would not go 
ahead with the sale of the 
3. fim new s hares it intended to 

fflji |i tribute . 

However, Hanson said It 
still hoped to proceed with the 
sale of &4m of the Newmont 
shares It acquired in August 
last year when It took over 
Consolidated Gold Fields of 
the UK. 

The market did not take 
kbnOy to the news that Han- 
son had not yet admitted 
defeat, and Newmont shares 
fell in New York by $1% to 
$38% on the news. They stood 
at $47 before the share sale 
proposal was announced on 
August 30. 

Then it seemed that w»n««n 
hoped to raise between $40 
ami $45 a share from the 
of the equity and the war- 
rants, which would entitle 
each holder to one Newmont 
share. 

There was doubt whether 
the market could absorb so 
many Newmont t fcwg rear - 
ket conditions are difficult 
lypiiw Hie g oM price i»m not 
jumped as high as some 
observers expected after the 
invasion of Kuwait. 

A proposed issue of shares 
by Situnr QnM Tu*« been can* 
celled and analysts have been 
giving the Newmont issue lit- 
tle chance of getting away. 

Mr Graham Birch, analyst 
with Ord Mhxnett in London, 
jniwtiJ out Hut file market 
was disappointed that Wanww 
bad not found a corporate 
buyer for all its 49 per cent 
Shareholding in Newmont 

He «»i«i US gold fUnds i»°d 
no appetite for shares because 
they woe s ufferin g a loss of 
funds. He suggested that 
whether the sale went ahead 
depended inaHiiy an whether 
Hanson would be willing to 
take a paper Joss on Ids- New- 
mont shares, acquired for 
about $36 each. 



m ■ rater at reoard on?" 


Landwirtschaftliche Renfenbank 

Frankfurt/ Main, Federal Republic of Germany 


DM 200,000,000 107*% Floating Rate Notes of 199G/2000 

Issue Price: 100,30 % 



Issue Price: 
Interest Plate: 


10'MpA, payable annually in arrears on October 10, 1991, 1992 and 1993, thereafter 
15>WpA less Slx-Months-DM-UBOR, payable semi-annually In arrears on April 10 and 
October 10 of each year. 


DG BANK 

Deutsche Genossenschaftsbank 


BHF-BANK 


i Mitsubishi Bank 
V (Deutschland) GmbH 


DSL Bank 

Oeutoche Siadtungs* und Landesrentanbank 

NOMURA BANK 
(Deutschland) GmbH 


tndustriebank von Japan (Deutschland) 

Aktienflesofischaft 


Yamalchi international 
(Deutschland) GmbH 


UAL board rejects latest 
buy-out offer for airline 


By Nildd Tall in New York 

THE BOARD OP UAL, the 
parent company of United Air- 
lines, yesterday rejected a new 
bid for the US carrier from the 
employee-led buy-out team. 

The buy-out soap, compris- 
ing unions ana employees at 
the airline, has spent more 
than a year trying to mount a 
successful takeover of United. 

After a brief meeting yester- 
day morning , the board wrid it 
Twa te rminated 
which it bad agrp fd to 
into last ApriL 

It dismissed latest bid by 
the nninriB and employees on 
the grounds that the value was 
uncertain, but “substantially 
lower than the April 9 agree- 
ment". The board also said the 
proposal was not accompanied 
by definitive financing 
arwm gpmmfai and "was subject 
tO Other rr v pU ng pn. 


des”. There was no immediate 
respo nse from the buy-out 
groups 

The buy-out team had not 
said publicly how much it 
thought the offer was worth. 
However, it made dear at the 
weekend that attempts to raise 
a $2bn bank debt facility to 
fond a predominantly-cast 

rtfBpy Tinri fallo^ jmfl Hwifr the 

latest hid would comprise less 
cash and more securities. 

Wail Street had speculated 

Hint tTiP c ash p ^pjnmf might 

j>mnrm+ to about $70 a share, 
with the paper portion valued 
at slightly more. 

Based on those estimates. 
Wall Street had anticipated 
rejection by the board, driving 
the UAL share price $10% 
down to $91 daring Hie past 
few days before trading was 
halted yesterday. 


The board had previously 
accepted a $201 -a -snare offer 
from the buy-out group which 
gave each UAL shareholder 
fiss a share in cash, with the 
balance in securities valued at 
$46. 

Rejection could signal indus- 
trial unrest at the company. 
The unions, which have 
imposed a voluntary morato- 
rium on wage negotiations 
while the buy-out attempt is 
under way. have Indicated that 
if the attempt fails, they wfiDL 
attempt to claw back lost pay 
and consider strike 

action. 

Rejection by the board might 
trigger ghfirahnldwa* addon. 

Conlston Partners, UAL's 
largest shareholder with 1L8 
per cent, has threatened to 
replace the board if it turns 
down a “reasonable" offer. 


Motorola results hit shares 


By Louisa Kehoe in San Francisco 


SHARES of Motorola, the US 
electronics and semiconductor 
manufacturer, plunged by over 
12 per cent yesterday on news 
of lower than expected third 
quarter earnings. The 
company's stock opened at $52, 
down from $59% in heavy 
trading on the New York Stock 
Exchange. 

The company reported 
Mratnp c£.78 cents per share, 
up from 69 cents in the third 
quarter last year but 
substantially below analysts* 
projections of $L18 to $L25 per 
share. 

Earnings for the quarter 
were $102m, or 78 cents per 
share, compar ed with $B9m. or 
69 cents. Third-quarter sales 
rose 12 per cent to $2.70bn from 


$2Aihn in the third quarter of 
1989. 

Non-recurring charges 
during the quarter were offset 
by non-recurring gains, the 
company said. 

It did not disclose details but 
said one-time charges were 
associated with the 
consolidation of its Mobile and 
Portable Products dtrisions. 

Gains were attributed to the 
sale of a building in 
Massachusetts and payments 
associated with the settlement 
of semiconductor Intellectual 
proper ty disputes. 

Earlier this week Motorola 
snrmramcen the settlement of a 
long-running dispute with 
Hitachi of Japan over 
microprocessor patent rights. 


For the first nine months, 
earnings were $390m. or $2-98 
per share, compared with 
$366m, or $282, a year earlier. 
Sales were $7-95bn, up from 
$&97bn a year ago. 

Mr George Fisher, chairman 
and chief executive officer, 
said new orders in leading 
businesses increased 
throughout the world, despite 
economic uncertainty in the 
US. 

The most rapid growth was 
in Aslan markets. 

“Our semiconductor 
business continued to do weQ. 
Profit pressures in the 
c ommunications arena stem 
from investments that are 
setting the stage for long-torn 
growth,” he said. 


Canadian securities firms cut costs 


By Bernard Simon in Toronto 

SEVERAL of Canada's leading 
■w a^rittea firms have imposed 
stringent austerity measures, 
ranging from layoffs to cancel- 
lation of a shareholders dinner, 
in response to the deterioration 
in business conditions. 

RBC Dominion Securities, 
the country's biggest firm 
which is 68 per cent owned by 
Royal Bank of Canada, con- 
firmed yesterday it had 
ordered a C$10m (OS$8-9mX or 
6 per cent, cut to overhe ad s . 
over the 12 months. 

D ire c to rs are taking a 7.5 per 
cent' cut in base salaries, and 
the ffrmhas ranceSptT two tra- --i 
dittonally elegant dinners at 
this time of year, after the 
directors’ and annnal meet- 
ings. 

Wood Gundy, controlled by 


Canadian Imperial Bank of 
Commerce, is also in the throes 
of a restructuring which has 
cut its w o r kfor ce by more than 
20 per cent since it acquired 
thp retail oper a tions of Mm-HH 
Lynch Canada earlier this 


The firm employs about 2£00 
people, down from 2^00 last 
January. Unspecified cutbacks 
are also under way at Nesbitt 
Thomson, 75 per cent owned by 
Bank of Montreal Nesbitt has 
been one of the industry’s mast 
consistently profitable firms. 

Dominion Secnrities'jchief 
oper atfiitjr-HBfficer; -4^ Ray 
Mackay, said yesterday, “Busi- 
ness is difficult and we’re try- 
ing to tighten our belts as 
much as possible.” DS also 
plans to sub-let some of Its 


pi wn' wpg anil luTnnHng d O BB ty 

at its communications costs. 

The 72 members of the 
Toronto stock exchange suf- 
fered a combined loss of 
c$1 28.9m in the first half of 
1990, up from a C$L2m loss a 
year earlier. Wood Gundy 
alone lost close to C$5Qm in the 
nine month* to July 31. By 
ernmnnn consent, the indus- 
try's flnawriai performance has 
Hgtarinrat ed rfptlfiwnrfftdnM 

.then. 

■ Both corporate finance! host 
n e w s and trading volumes have 
dropped sharply this. 

■■Acroifding'to thehmi 

Dealers Association of Canada, 
common share tiMwctnw tum- 
bled to C$551m in the first half 
of this year, from C$3Ebn in 
the previous six months. 


Dow Jones profits fall 41.1% 


By Nildd Taft 

DOW JONES, publisher of the 
Wall Street Journal, has 
reported a 4L4 per cent foil in 
thirri-anarter operating profits, 
although the decline at the 
after-tax level was a mare mod- 
est 17.5 per emit, to $23£m or 
24 cents a share. 

The lowe r figures were 
blamed partly on higher inter- 
est costs and goodwill amorti- 
sation in respect of Telerate, 
t he financial information net- 
work of which Dow Jones took 
fafl ownership last January. 

Together, according to Dow 
Jones, these factors knocked 11 
cents a share off net earnings. 
However, profits also tell very 
sharply at the badness publi- 
cations 

The third-quarter results 
were scored on revenues of 
$408J5m against $40Um in the 


same period last year, and at 
the operating level profits 
reached $4L9m against $7L5m. 

The smaller reduction at the 
net profits level was explained 
by a one-off tax credit, worth 
$9.3m or nine coils a share, 
resulting from the investment 
in Tolerate. 

Tn ,1 t v iwimrefl ygrms, infor- 
mation side saw operating 
profits fall from $&L8m to 
$35m, on revenues of $1 85.1m, 
up from $175.3m. However, 
Dow Jones said that the pic- 
ture was distorted by the inclu- 
sion of the total costs of Teler- 
ate’s electronic foreign 
exchange <1 p«htkt s ystem . 

Last year, this was being 
developed by Telerate in con- 
junction with a 50 per cent 
partner which has now been 
bought out. Accordingly, Teler- 


ate’s share of the losses in J989 
did not fall on Dow Jones' 
operating results. 

Nevertheless, Telerate's 
other US businesses were 
affected by the depressed con- 
ditions in the financial services 
industry, although profits 
growth to Europe and Asia was 
“strong" during the period. 

The business publications 
division, meanwhile, saw prof- 
its fall from $13-35m to $2.71m, 
on revenues of $16SAm, down 
from $l70m. Dow Jones said 
this largely reflected the 
decline to advertising revenue 
at the Journal - down 16 pet 
cent The paper's circulation 
was some 2 per cent higher 
than a year earlier. 

The community newspaper 
business operating profits tell 
7.4 per cent to $7-94m. 


Loss of$26m 
as Carter 
Hawley sells 
subsidiary 

ByNBddT&tt 

CARTER Hawley Hale, the 
highly-leveraged Californian 
department store chain, yester- 
day coupled news of a $26m 
loss after tax and extraordi- 
nary items in the. year to 
August 4. with an announce- 
ment that it was selling its 26- 
outlet Thalhimers subsidiary 
to May Department Stores for 
$328m 

Carter said the final sale 
price, subject to closing adjust- 
ments which it expected to add 
a further $i5m to the sum 
received, would help to pay 
some S320m of the group’s 
$L7bndebt 

About $180m of the debt 
associated with Thalhimers 
will be paid off, while the 
remaining $140m will go to 
reduce short-term borrowing. 

News of the sale poshed 
Carter Hawley's junk bonds 
sharply higher. In contrast to 
the general declines in the 
ma r ke t yesterday morning. . 

The Thalhimers stores are 
based to Virginia, North Caro- 
lina, South Carolina and Ten- 
nessee and had sales of around 
3445m to 1989. May, which 
moves into the Carolines for 
the first time as a result of the 
said that it planned to 
keep the stores’ existing name. 

The Carter Hawley loss for 
1989-90 comes after a particu- 
larly poor fourth quarter, when 
the company saw a net deficit 
of $19 An before ex tra o rdinary 
itanwL compared with a $73m 
deficit to the same period a 
year eariter. 

The loss was struck after a 
Lifb charge of $16.7m. com- 
pared with a surplus of $2.7m 
last thru*. After extraordinary 
itanrm . toe fourth-quarter loss 
deepened to $2S£m. 

The full-year loss stood at 
$9.5m before extraordinary 
items wad at $26m after such 
charges were included. These 
figures were scored on sales of 
$2J36bn while interest charges 
totalled $617.6m for the yean. 


Procter & Gamble 
expects net income 
of $1.55 per share 

By Karen Zagor 

in New York 

PROCTER & Gamble, the big 
US household products group, 
yesterday said Unexpected to 
report net income of about 
$L55 a share tothe first quar- 
ter ~ 

^frEdWto- Am^ chairman 
and rfrirf executive, said vol- 
ume rose strongly to the three 
months. 

He said: "I would be remiss, 
however, if I were to leave you 
with this glowing repeat and 
not express some sense of cau- 
tion and concern over the gen- 
eral condition of the economy, 
particularly to the US, and of 
course the uncertainty sur- 
rounding the situation in the 


He added that consumer pur- 
chases of goods and services 
were up only 03 per cent to toe 
second quarter of 1990 
“although purchases of the 
kinds of products Procter & 
Gamble m akea have held up 
better than the overall aver- 
age*. 

In the first quarter of last 
year, the company’s net 
income grew 38 per cent to 
$551m, or $L66 a share, thanks 
to volume g r owth for its zangB 
of household and personal care 
products and a favourable set- 
tlement of litigation. Sales in 
the three months advanced 58 
per cent to $5£7bn. 

Shares to Procter & Gamble 
slipped $1% to $78% at midday 
yesterday on the New York 
Stock Exchange. 


“In Tokyo, London, Frankfurt and Paris, the market 
that people know is the New York Stock Exchange? 

“Cadence is the fastest growing and most profitable public electronic design automation company in the world. About 
half our business is overseas and our presence in Europe and Asia will increase as we continue to grow. 

“When we told our employees, customers and investors around the world that we were moving from the over-the- 
counter market to the NYSE, they were excited. Why? Because of die NYSE’s narrow spreads, liquidity— especially in 
tough times— and visibility. 

“The NYSE is a much stronger vehicle in attracting investors overseas and raising our profile in the international 
financial community You know you’ve made it when you list on the New York Stock Exchange.” 

The most liquidity The highest visibility The fairest pricing. The broadest access to the greatest number of 
investors. Just a few of the reasons why so many outstanding companies list their shares on the New York Stock Exchange. 
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Norwegian bank Ansaidoto 

rewate Iacg §° ^ a ^ one 

rvvtdt* lOSS on tm-bine 


iiivwMfa wmrHwiEa Mm# rinMvivc 

Cash squeeze sorts the shaky from the solid 

John Barton on the shake-up in the wake of Sweden’s finance company liquidity crisis 


production 


By Karan Fond in Oslo 


By John Wytes in Rome 


FQKBS BANK, Nbrmy’s t&fcd 

l ar gest conmuirdal hankan- 

nwmced yesterday that tt had 
ffuQered net losses of 
NKimirn ®27ta) in the first 

etghfc - nwinthK of thto j p»r 

against set jruffis of NKrtOSm 
in the .same period last year. 
'The hank’s operating profit 
was nearly halved to 
NKr27L9m from NKr489-5m 


ass 


However, the" bankmanaged 
wHgMTy to reduc e cre dit in ssm 
toNKr430mftwnNKrt09^nin 
the first eight months of 1089. 
Mr Steiner Robertsen, a ssoktr 
hank official, said that for the 
year.- as a whole the bank 
ejects credit losses In tire 
range of NKi550m to NKrSOOm. 

He said -the bank’s n paraftng 
profit fell as a result of 
squeezed . credit margins, 
though operating costs were 
roughly am the rama level as 
last year at NKr887.7m for the 
first eight mnwttw of year. 

On September 1 , Fokus 
merged with Trornsbanken, a 
rriedhim-azed hank, from 

Biarch 1991 will ■ complete a 
merger with Rogalandsbanken, 
another medium-sized bank, on 
file west coast of Norway. 

_ Separately, Sparebanken 
Nor, Norway’s biggBst savings 
bank, announced yesterday 


that net profits in the first 
right mfmtEffi gf thfa year had 
been halved toNKrl5fiL5mfroni 
NKr32L2m last year. 

Sparebanken was earlier 
known in Norway as ABC 
Bank before it merged with 
four other savings hanks . and 
was known In ter'nqHnnnTly as 
Union Bank of Norway. 

Credit losses In the first 
right months fell to NEWezam 
from NErG70.6m last year. 
Group operating profit, before 

credit losses was reduced to 
NKt724-3m from NEr9SL&n in 
1969 as a result of lower earn- 
ings from «wwW% trading. 

The merger with four other 
savings banks; Sparebanken 
Buskerud, Vestfold, Oesfold 
and Oesthmdet was completed 
the October l, retroactive to 
January of tMa veer, at a cost 
of NKc30nu Combined assets 
are estimated at N&SOm. 

The bank has an equity ratio 
of more than B per cent, 
amflngsl file highest of Norwe- 
gian banka, in ifaa with the 
Want for T tTtp niat W"*^ Settle- 
ments yftq iiirftmpntff 

The bank fn ror a irt tfrq t for 

the year as a whole credit 
losses will be reduced from 
NKr850m in 1988, but will be 
higher than NErSGOm experi- 
enced in 1389. 


Restructuring costs blamed 
for heavy Procordia fall 


V‘ p piwhfc 
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asl a fit 
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By Johft Burton 


PROCORDIA, the Swedish 
stafie-fltifiHated food and phar- 
maceutical group, yesterday 
reported a .58 per emit drop in 
profits, after fi mm ri al tiwna to 
SKzSSSm (H7Qm) for . the first 
eight months of l990. 

..The profits are pro-forma 
because of Procardia's recent 
takeover of the. Pharmacia 
ifoannaceuticais monp and the 
Pro vendor food business foam 
Vtdvtv the Swedish vehicle and 
aerospacegroup. 

'Restructuting .costs' of 
SKrl.2hn were Mamed for the 
lower eamings report. Volvo 
and the Swedish state each 
have a 4&5 per cent voting 
stake in Procordia as a result 


of the takeovers. The compa- 
nies r rmt|iriRfag tile new Pro- 
cordia reported total profits 
after financial items of 
SKr2.18bn during the corre- 
sponding period last year and 
an operating profit of 
SKrUWhn. 

The enlarged Procordia said 
the operating profit far this 
year's eight-month period 
declined by 60 per cent to 
SKr795m, while sales 
increased by 1 per cent to 
SEr24bn. 

Procordia predicted that 
operating profit for the year 
will amount to SKt2hn, com- 
pared with the 1989 pro-forma 
result of SKr3b2hn. 


ANSALD0, Bely's state-owned 
electrical engineering com- 
pany, Is expected to sign a he* 
easing agreement before tile 
end of the m ow** which wQl 
t nkff* it into the production of 
gas 

The decision, announced 
yesterday by Mr Fabiano FaM- 
anJ, ’""nmtgfng director of Hn- 
meccanica, Ansaldo’s parent 
company, has been determined 
by the recent shares and assets 
swap agreement between Fiat 
and CGB of France and by the 
breakdown of the joint ven- 
ture with Asea Brown Boverl 
(ABB). Finmeccanica initially 
wanted a global rational iaa- 
tion agreement with Flat cov- 
ering raQway equipment, aero 

wi glitwi and fra* Hifa 

has been substantially pre- 
empted by the Fiat-GGE deal. 

Ansaldo has been left with 
no option but to launch itself 
alone into the production of 
gas turbines to replace its 
nuclear plant engineering 
activities. These were run 
down after Italy's decision 
three years ago to abandon 
m wflpa r energy. 

The choice of Ueence could, 
however, determine future 
options. The original plan 
envisaged the use of ABB tech- 
nology* but this has been 
abandoned now that Finmec- 
canica Is trying to unwind two 
joint ventures with ABB cover- 
ing transmissions and power 
generating components. The 
partners have fallen out over 
ABB’s second thoughts on ced- 
ing control of tiip comwnnli 
ve n t u re to AwhHo. 

It is thought that Finmec- 
canica is still interested in a 
gas turbine production collab- 
oration with an Italian part- 
ner. There are only two possi- 
bilities: Noova Pignane, part 
of the BNI group; and Fiat. 
The fanner uses General Elec- 
tric technology and the latter 
Westlnghouse. Given Hat’s 
reluctance to maim joint ven- 
tures with the Italian piddle 
sector, it is possible Finmec- 
canica will apt for Noova Pig- 
nane and General Electric. 

After n r q n fa l ug thn technol- 
ogy, AmaHn would be able to 
bid for participation in the 
supply of gas turbines for 16 
power stations, to be bufit in 
the Soviet Union. 


T he recent liquidity crisis 
that hit three of Swe- 
den's landing - finance 
companies - Nyckeln, Inde- 
pendent /Inflna and Gamles- 

todwn — is nancing a signifi- 
cant shake-up in the sector, 
which grew rapidly in the 
1980s. 

Increasing concerns about 



property loans in Sweden and 
the UK will motm that most of 
them will pay higher Inte res t 
on their commercial paper, 
their primary source of financ- 
ing. Questions are also being 
raised about the degree of 
credit risk awareness in Swe- 
den’s relatively new and unso- 
phisticated commercial paper 
market. 

Moreover, the crisis repre- 
sents a setback for Mr Anders 
Wall, the -flamboyant Swedish 
financier and orlnctoil share- 
holder In Nyckeln. It also 



since they paid almost the 
same interest rates on their 
commercial paper as bine chip 
companies and big mortgage 
institutions did with their bet- 
ter credit ratings. 

However, the government 
expressed concerns about the 
shaky flimurijii conditions of 
some finance companies. It 
introduced new roles last year 
to strengthen the capital-re- 
serve requirements for them. It 
»iwn wrfahitehwi an authorisa- 
tion system. This cut the num- 
ber of finance companies by 
halt to 150, leaving than, it 
was believed. In stronger 


quickly pot together for Gam- 
lestaden, the third biggest 
finance company in Sweden, 
since its main shareholders, Mr 
Erik Penser and his Nobel 
Industries, are In a strong 
financial position. The com- 
pany received SKiSOOm and a 
consortium of six banks guar- 
anteed short-term financing. 


I n dependent /Infina . the 

country's largest finance 
company, was strength- 
ened with a SKr200m capital 
eain through the sale of its 


Erik Penser: Mg 

in Gamlestaden 


affects Ferments, the previ- 
ously scandalised antibiotics 


ously scandalised antibiotics 
company that diversified Into 
financial services with its 
acquisition of Independent/hi- 
fina in the bast two years. 

Swedish finance companies 
were established in the early 
1980s by the country's national 
banks to avoid strict quotas on 
lending and provide financing 
to small companies and indi- 
viduals. Other independent 
finanro companies, established 
by large industrial concerns 
and Wtiawrfai entrepreneurs, 
followed. 

However, the finance compa- 
nies lost business in 1988 after 
the credit quotas were 
scrapped as part of the govern- 
ment’s deregulation of capital 


markets. Their customers 
returned to the banks, which 
offered cheapo- loans. 

The finance companies com- 
pensated for their lost business 
by increasing activity In leas- 
ing and factoring. However, 
the introduction of tax reforms 
in 1990 and 1991 has reduced 
demand for these services, 
which were used as tax shel- 
ters. 

The finannp companies 
concentrated on credit card 
operations and finnnring prop- 
erty deals in Sweden. Lending 
expan d ed with the abolition of 
Sweden’s strict foreign 
exchange controls last year as 
the finance companies 
arranged bridge inann to sup- 
port property speculation by 
Swedish investors in Eur o p e an 
markets, primarily T/ ipdqw 

The finance companies were 
able to obtain ample credit 


But fears of a crash In prop- 
erty prices in Sweden and the 
UK. together with Sweden's 
deteriorating economy have 
upset this complacent judg- 
ment. 

When Nyckeln, Sweden's 
fourth largest finance com- 
pany, two weeks ago sharply 
reduced its 1990 profit forecast 
from SKrl?5m (631m) to 

SKr25m to cover possible 
losses in the London property 
market by Allhus. one of its 
prime b o rro wers, it triggered a 
crisis In confidence affecting 
the biggest independent 
finance companies. Nyckeln, 
In dependent/ Infina and Gam- 
lestaden could not find buyers 
for their short-term commer- 
cial paper, leading to a severe 
liquidity squeeze. Trading in 
shares was suspended for the 
three finance companies, 
together with Mr Wall's Betfcr 
Capital and Ferments, as fran- 
tic efforts were mounted to 
strengthen their capital base. 

A rescue package was 


through the sale of its 
Firmi consumer credit com- 
pany to Wasa Insurance, and a 
SKrZOOm Injection from Fer- 
menta. On Monday, it also 
announced that it was selling 

its loss-making stock broker- 
age subsidiary, Consensus, to 
Ostgota KnakOda Banfcen. 

Independent/Inflna, which 
reported a SKr325m loss for the 
first eight months of 1990. was 
rferie™* 1 to play a key role in 
plans to revive Ferments, 
which was at the centre of 
Sweden's worst post-war 
bourse scandal under its for- 
mer owner, Mr Refaat El- 
Say ed. After Ferments was 
taken over In late 1986 by 
Industrivarden, a holding com- 
pany affiliated with Svenska 
Handels banken, its new own- 
ers announced they would 
switch the company's focus 
from biotechnology to financial 
services, which now accounts 
far half of turnover. 

Nyckeln has encountered the 
most difficulties In solving Its 
troubles, with the company 
placed in temporary receiver- 
ship until the beginning of 
December. Beijer Capital, the 


principal shareholder in 
Nyckeln, has been forced to 
sell most of Its assets to save 
Nyckeln. 

Beijer Capital Financial Ser- 
vices, the nucleus of Beijer 
Capital, was sold to the Finn- 
ish investment company Spon- 
tel for an estimated SKrlSOm. 
Befier Capital also disposed of 
its 28 per cent voting stake In 
the Nordstrom & Thulin ship- 
ping company, and a 25 per 
cent stake in paper and invest- 
ment concern Munksio In ties* 
sen ter. and a majority of its 
stock portfolio amid a weak 
market. 

Beyer’s assets now largely 
consist of a 31 per cent holding 
In Nyckeln. in addition to Its 
remaining stock portfolio. 

Beijer was placed on the 
Stockholm bourse's watchlist 
after trading resumed in Its 
shares on Thursday, as was 
Nyckeln. 

Nyckeln's problems come at 
a bad time for Mr Wall, who 
also must finance his leveraged 


buy-out last year of Beijer 
Industries, the other ball of his 
empire. 

Flank 'affiliated finance com- 
panies. such os Skandlnaviska 
Enskllda Bankcn's FlnansS* 
kandic and Handclsbanken’a 
Svenska Finans, should 
emerge as the biggest winners 
from the crisis since Investors 
are confident they cojoy firm 
backing, independent finance 
companies will face tougher 
times as Standard & Poor 
downgrades their rating to 
“speculative Investing” status 
and investors abandon risky 
commercial paper for safer 
state and blue-chip ones. 


Bergesen advances 28 % 


By Karon FoasB 


Nedlloyd sees 
deficit for year 


Kone lifts pre-tax profits 


BERGESEN, Norway’s leading 
bulk shipowner, lifted operat- 
ing profit, before depredation, 
in the first eight months of this 
year to NEr653m (6107m) from 
NKrSlOm last year. 

Operating profit rose from 
NKr240m to NKi380m in the 
period. A substantial profit on 
the wte of shares and a halv- 
ing of net interest expenses 
contributed to an increase in 
pre-tax profits to NKr831m 
from NKi381m. 

During the year the market 
value . of Bergesen' s vessels 
declined to NKr8.3bn from 
NEr9J2bn as a result of lower 


dnllnf whanp i rates and a 15 

per cent foil in the value of dry 
cargo vessels. 

Operating profit for shipping 
operations rose to NKrSSOm in 
the period, from NKr225m last 
year. “The conflict between 
Iraq and Kuwait has resulted 
in somewhat lower earnings 
for the otoe crude oil tankers 
operating in the spot market ... 
tanker rates plummeted in 
August ... since the end of 
August, rates have climbed to 
about $15,000 per day for [our] 
turbine tankers operating In 
the spot market, 1 * Bergesen 
explained. 


NEDLLOYD. the Dutch energy 
and transport company, took 
investors by surprise, changing 
a previously issued profit 
warning to a forecast of a loss 
for the group in 1990, AP-DJ 
reports. 

Nedlloyd did not specify how 
Mg a loss it expected. Yester- 
day its shares, which were 
suspended earlier in the day, 
fefi FI 6A to FI 37. 

The company plans to cut its 
workforce in the Netherlands 
by 420, and reduce its work- 
force abroad. 

Nedlloyd said the negative 
trends b ehind its profit warn- 
ing in August had intensified. 


By Enrique Tesstorl in Helsinki 


KONE, the lifts and 
crane-making group, reported 
an increase in its pre-tax prof- 
its during the first eight 
months of this year to 
FM30€.lm (684.3m) from 
FM285.4m a year earlier. 

Operating income before 
depreciation alBO rose to 
FM50&9m from FM437.6m. Con- 
solidated net sales grew by 17 
per cent to FM4.77bn. 

Kone, one of the few large 


Finnish companies to register 
an increase in pre-tax profits 
this year, estimates sales will 
rise to FM8bn in 1990 against 
FM7.09bn in 1989. 


Pre-tax profits are also 
expected to exceed last year's 
FM526m. 

The lifts division saw its 
eight-month sales rise £13 per 
cent to FM333bn, while cranes 
sales rose 7.5 per cent to 
FM7885m. 

MacGregor-Navire, the 
group's cargo access equip- 
ment arm, reported a 2JS per 
cent rise In sales to FM268 Adl 

New orders for the group 
during the January- August 
period rose 14.4 per cent to 


FM4.76bn. Earnings per share 
for the eight months rose to 
FM36.70 from FM35.10. 



itftthl 

SAINT-GOBAIN 


NET INCOME OF FF2 BILLION FOR THE FIRST HALF YEAR 
AND AN INCREASE OF 16% IN CASH FLOW 


Net Income has continued at a high level in die first half of 1990 and amounts to FF 2619 million. 


Casta flow has increased by 16% over the first half of 1989. The key figures from the group's consolidated financial statements are as 
follows: 


(In millions of French Francs) 


First half 


Net Sales 

Depreciation and provisions 
Operating income 
Interest expense, net 
Reorganisation and other costa 
Income before tax and before results 
On the sale of non-currem assets 
Results on sale of non-current assets 
Provision for income taxes 
Net income from conso l id at ed 
companies 
Net income 

Resources from operations (cash flow) 
Capital expenditure on plant 
and equipment 
Investment acquisitions 



Saks amount to FF 34,1 billion against FF 33,2 billion for the same period last year, an increase of 2.6%. On a co mp arable structure basis 
in French francs they are stable. They have been affected by the fall of over 10% in the average rate of the US dollar and the pound 
sterling against the French franc between the corresponding periods. By the short term effects of tire collor plan in Brazil which should 
diminish daring the second half and by the tightening of prices in some sedans On die other hand they benefited from the good level of 
activity in the French and German markets. 


The analysis of resalts by industrial activity shows a further progression for the containers and industrial ceramics divisions. The 
continuation of the aggregate performances of the insolation division, a slight decline in paper-wood, fibre- reinforcements and also in flat 
glass which had a particularly dynamic first half in 1989. Results have fallen in two divisions: building materials because of the 
importance of South. America to the division and pipes which has been affected by the loss arising on the sale of the subsidiary Sodefa. 


These results are after deduction of the depreciation charge of FF I 971 million against FF 1 612 tniHioa at June 30, 1989 and the charge 
for provisions of FF 205 million compared to FF 606 million for the corresponding period last year. Dividend income amounts to FF 229 
milli on FF 123 million in the fust half of 1989. 


The review of results by geographical area shows a further increase in the results in France which now repre se nt s 41% of the cash flow 
and net income of tire group. A significant, increase in the resuhs from other European countries, especially Germany, and a fall in results 
from North and South America. 


Interest Rate Change 


Am Bank announces that with effectfrom dose of business on 
sdH October 19M ito Rtrte was reduced fiom 15% to !4%p.a. 



iTinltfintraTiiiiiln ntituniiiigiiml. Ih I uhlan MltlritiT~~ , " aa,ie * T -' r -r 1 *'""* fti** 15 } 
Aadtemdiaf tteouahout^ country. 
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Capital expenditure continued at a high level and is largely covered by cash flow, which represents 13,4% of sales against 1 1 .9% at June 
30, 1989. 


EDUCATIONAL 


Investment acquisitions are less than in the first half of 1989. They include meat of the acquisition of solaglas in the United Kingdom, 
The acquisition of Norton company is not included, as h took place in the second half of this year. 
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Net income is heavily affected by the sale of non-current assets which led to an exceptional loss of FF 176 million (against a profit of FF 
95 minion m the corresponding period last year) because of the negative impact of the disposal of Sadefa, a subsidiary of Pont-A-Mousson 
SA. 



Total net equity of tire group has increased by FF 1,2 billion from FF 30.6 billion at December 31, 1989 to FF 31,8 billion at June 30, 
199U 

At tire same tinm net debt has gone fiom FF 10 to FF 10,8 billion. 
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Compagnie de Saml-Gobain, the parent company, recorded a trading result of FF 690 million for the first half year compared to FF 468 
milli on for the same period in 1989. 

Compagnie de Saint Go bain 
Investor Relations Department 
Tel (33) (1) 47 82 33 33 
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NEWS IN BRIEF 


Date set for 
Mizrahi 
Bank bids 

THE ISRAELI government will 
Invite Investors to bid next 
week for United Mizrahi 
the country's fourth largest 
banting group with total 
assets in 1989 of more than 
STbn, Renter rep orts from Tel 
Aviv. MI Holdings, the state 
company in charge of privat is- 
ing Israel's banks, appli- 
cants must submit proposals 

by Dec em ber 20. 

Eat the Gulf crisis and tears 

of war have made it difficult to 
attract foreign investors. "The 

thnmg is SO tffd . it is killing 
os," MI Hnl/Hng s said. 

■ Bond Corporation Interna- 
tional (BCIL), the Hong Kong 
investment group owned by 
the corporate empire of Mr 
Stanley Ho and formerly con- 
trolled by Bond Corporation cf 
Australia, yesterday posted an 
87 per cent Call in after-tax 
profit to HK$260m (US$33.7m) 
for tiie year to June 30 from 
HK$1.94bn a year earlier, 
AP-DJ reports from Hong 

Earaings per share also 
dropped by 87 per cent to 19.5 
pont«i from HKp. 45, w hile turn- 
over jumped 34 per cent to 
HK$1.89bu from HK$L41bn. 
The tell in eamfog B was due to 
the disposal of most of Its main 
assets, including its interest in 
HK-TVB and the Bond Centre, 
a big local affir* omnpler. 

■ Seiyu, a leading Japanese 
supermarket operator, yester- 
day unveiled a 12£ per emit 
advance in unconsolidated pre- 
tax earnfrtg a for the first n»tf 
to August 31 to T&21bn (545m) 
f pwi v sjjghn Hip year before, 
AP-DJ r eport s from Tokyo. 

Net profits surged 7&5 per 
cent to Y5.16bn or Y27A1 a 
share, from YL92bn oar Y17B9. 
Seiyu said the gain in net 
profits resulted mostly from 
sales of fixed assets which 
boosted extraordinary gains by 
285 per cent to Y5A5bn from 
YL52bn. 

■ Janfine Strategic yesterday 
reported an unaudited net 
asset value of HKS22.77 a share 
as at September 30, down from 
mrf3s LSg a month earlier, Ren- 
ter r eport s from Hong Kong. 


Itoman counters ‘speculator’ tag 

Robert Thomsoa on a Japanese group’s troubles in the property market 
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T he executives of Itoman 
& Co, the Japanese trad- 
ing house, nave spent 
file last few days trying to con- 
vince the Japanese press that 
the company is indeed a trad- 
ing house and not, as it has 
been portrayed, a teal estate 
speculator with an embarrass- 
ing exposure In an fa maring ly 
soft property market. 

Unfortunately for the Osaka- 
baaed company, founded bn 
1883 as a fabric impart shop, 
the problems and the need fra* 
explanations keep on surfac- 
ing, and it baa increas- 
ingly semi as a symbol of the 
real estate Indulgences of cor- 
porate Japan. 

The company has been 

linVad to the fan , of Mr Ichiro 

lsoda, the S umit omo Bank 
chairman who resigned for an 
unrelated reason — alleged 
illegal lending by a branch 
manager - but who has been 
criticised for his willingness to 
fond the real estate am W Hw wff 
cf Itoman. 

Itoman sees no connection, 
but the company has extensive 
liTikn with Sumitomo Wanlt. Mr 
Yoshihiko Kawamura, Ro- 
man's president, was a manag- 
ing director at the bank mWi is 

an f rigraj nf Mr Tsnriw, wfaUn 
13 of the company's 47 execu- 
tives have worked at Sumi- 
tomo. 

More embarrassing yester- 
day was the front page treat- 
ment given in the Japanese 
press to a letter purportedly 
written by Itoman staff to the 


Ministry of Finance himWwp 
bureau alleging that the com- 
pany bad ranhritishftrt profits 
with fancy accounting and 
complaining about manage- 
ment policy. 

Itoman officials confirmed 
that such a letter had been 
received by the ministry, but 
one commented: “I can't 
believe *b«t rtnmim employees 
would write a letter like that” 
He said that the company 
remained strong; had no prob- 
lems with no s tanding debts, 
and expected profits this year 

tube on target 

But the company has just 
announced that it will reduce 
its real estate-related loans and 
in ve stm ents by Y35Sbn ($2£bn) 
to YSOObn by the end of the 
fiscal year next March. About 
YBObn. in fit wwinmiiiinni^ anii 
other properties will be sold off 
by the parent company, while 
property sales by, and the 
recovery of loans from, affili- 
ates win. make up the remain- 
der. 

Sumitomo Bank has also 
bear told by the Ministry of 
Finance to examine its expo- 
sire to Etonian. 

The trading bouse said yes- 
terday that loans from the 
bank alone totalled YlOObn, 
but could not give a figure for 
l oans from Sum itomo ar BHatea . 
Homan's consolidated borrow- 
ings total about YUSOObn. 

Much of the explaining in 
recent days has been done by 
Mr Yoahiaki Kaneko, man- 
ager of Itoman’8 public rela- 


tions office, just back from & 
visit to San Diego, Where he 
attended the grou ndbre aking 
ceremony for a luxury home 
development that wQl be, he 
boasts, "bigger than’ Beverly 
fwns "- 

Yet, Mr Kaneko was most 
determined to emphasise that 
pwrurn is first and foremost a 

t rading onmpany “People STB 

saying that we are speculators. 
We are not speculators. We are 

a trading house and 43 per cent 

of our business is still in tese- 
tfiea.” 

It Is the recent surge tn real 
estate Investments tha t has 
raised concerns, with the grow- 
ing signs that Japan’s boom is 
over that a slump , if not & 
plunge, in prices is a Strong 
possibility. 

T hen there are related 
concerns about compa- 
nies with heavy borrow- 
ings as interest rates rise. 

Until a few weds ago, the 
company was rating the large 
real estate portfolio as a sign of 
the successful diversification 
from textiles, which made up 
9& per cent of the business 
when Mr Kawamura arrived 
from Sumitomo Bank in 1975 to 
overhaul a then troubled com- 
pany. 

Real estate Investment 
began in about 1888, but, as Mr 
yranrim ^plains, "it was not 
until 1985 that we started to 
invest in real estate oh a large 
scale". In the year ended 
March 1990, sales in the “real 


estate, leisure and others" cate- 
gory rose from TdAlbn to 
Y138Jfrn, a stage that accom- 
panied toe boon hz real estate 
prices, particularly in the 
Osaka area. 

Trade in foodstuffs 
accounted for about 22 per cant 
of sales last year at xXSTAta, 
And the company has - invest- 
ments in Australian beef, a 
chain of 400 wst a u ra ntewtfidn 
Japan, and chicken processing 
facilities in China and Thai- 
land, where yuWlori, the 
kebab-like chicken sticks, are 
prepared for Japanese restau- 
rants. 

The other t rading 

urea is metals, machinery and 

chemicals, which comprises 
about IS per cent of sales, and 
includes items such as bubn- 
trial sewing machines, motor- 
cycles and biotechnology, as 
well as wave-making pools and 
mmfa w salons for resorts. . 

It is the development of 
resorts and golf dubs that has 
drawn attention to the com- 
pany. Golf club memberships, 
something of a barometer of 
Japanese real estate trends, 
have been decli n i n g in value 
fids year, but Mr Kaneko for- 
sees no problem hi selling 
large chunks of real estate in 
file present conditions. 

"We have no concerns. There 
is still a strong demand foe 
resorts and other buildings. 
Anyway, when we bought 
these properties, the prices 
were much less than they are 
now," be said. 


Australia plans company crime clampdown 


By Kevin Brown in Sydney 

THE Australian government 
yesterday announced plans to 
improve cooperation between 
local and overseas regulatory 
authorities as part of a damp- 
down on corporate crime. 

Mr Michael Duffy, the fed- 
eral Attorney General, said the 

p wp rr m wmt WOUld legislate to 

close a loophole preventing 
Australian corporate agencies 
from carrying out investiga- 
tions for on behalf of overseas 
regulators. 

Mr Duffy said co-operation 
between international agencies 
was essential because of the 
rapid internationalisation of 
corporate activity and securi- 
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ties markets. “Nowadays no 
country can hope to stamp out 
corp o ra t e malpractice without 
knowing about the offshore 
activities of those involved,” 
Mr Duffy said. 

Under existing law, the 
National Companies and Secu- 
rities Commission, the corpo- 
rate watchdog, and the Trade 
Practices Commission, which 
monitors market dominance. 

can only investigate suspected 
breaches of Australian law. 

The proposed legislation will 
give both organisations the 
freedom to use their existing 
investigatory powers to inaube 
into suspected breaches of for- 
eign corporate law by Austra- 
lian companies. 

The government is also 
expected to announce late this 
week that it plans to broaden 
flu* ArfhitHnn nf fnaMw tmfflng 

end increase penalties to 
include fines of up to AfSOOfiOO 
(fUGjOOO) and prison jwntencoB 
of up to five years. 

' The decision la fir line wfth 
the recommendations of a 


House of Representatives 
inquiry which concluded 
Insider trading was widespread 
in Australia, with little risk of 
successful prosecutions. 

The committee's key recom- 
mendation was that convic- 
tions should be made easier to 
obtain by dropping tike existing 
requirement for the prosecu- 
tion to prove a connection 
between a person accused of 
jwriiiw tr ai Bwg mid the com- 
pany which was the source of 

thfi ftiformBtinn 

Under the law, an offence 
would be committed If fiie per- 
son using tiie information 
knew or reasonably ought to . 
have known that it should not 
be used. 

The government's move to 
tighten file law follows wide- 
spread complaints from leading 

hnirfiwwaimt aht yf th# damag e 

. ca u sed to. Australia’s interna- 
tional image by the activities ' 

pfs rniwlt n uHihgr irf high prtv ■ 
fllft Ant rt^ tfwipriig . *J ! . 

— The^ changing cTfrnata haar 
also prompted the . Australian . 


Stock Exchange to take a 
harder line with problem com- 
uanies. and a debate is g oi ng 
on in the accountancy profes- 
sion on ways of improving the 
development of accounting 
standards. 

However, the first Mg step 
towards tongher regulation 
will come next year when the 
Australian Securities Commis- 
sion (ASC), a federal organisa- 
tion with strengthened powers 
and increased resources, wiQ 
take over from the NCSC as 
the main corporate watchdog. 

Mr Tony Hartnell, ASC 
chairman, said yesterday that 
milltona of dollars of lost cor- 
porate money could have been 
saved if the tougher regula- 
tions now being introduced 
had been available to regula- 
tors five years ago. 

Earlier tins week, file ASC 
released draft legislation 
i n t ende d to increase file finan- 
cial nf rmnpmy 

directors and improve the reg- 
ulstfonof Intercompany loons 
and other transactions. 


ConsMurch cuts costs to survive 


By Philip Gawttti In Johannesburg 


CONSOLIDATED Murchison, 
the Anglovaal subsidiary 
which produces about 12 per 
cent of the world’s antimony, 
has announced measures to 
ensure its survival against 
prices weakened by oversupply 
and discounting by Chinese 
producers. 

Drastic measures, revealed 
by Mr Michael Hawarden, 
chairman, have been forced on 
the Eastern Transvaal mine 
which only had Rasm ($L56m) 
retained income - against 
E14-5m t he pr evious year - 
ava ilable after providing for a 
198980- defi c it of RlO.Sm, with 
the possibility of further opera- 
tional losses. Since June the 
mine has cut production by 25 
per cent and relocated or 
retrenched 353 workers. 

A general salary or wage 


freeze has been' imposed and 
capital spending for the n e xt 
two years win be limited to 
essential items. Johannesburg 
Consolidated Divestments 
(JCI), which manages the 
mine, has agreed to defer fees 
due to it 

The effects of a soft anti- 
mony price and a month-long 
strike saw ConsMurch record a 
RK4m aftertax loss in the year 
to June against a Rl0-2m 
profit. With R4J3m capital 
expenditure added to this, the 
total deficit for the year was 
RlOSm. 

Mr Hawarden warns any 
deterioration in the market 
could require the mine he 
placed on a care-and-niamte- 
nance basis. This would stop 
the w ork cf scientists currently 
trying to find an arsenlc-ann- 


could help keep the mine in 
production. . . 

Mr Hawarden notes that 
with the antimony price 
unlikely to improve materially 
in the abort term, “the only 
hope of survival for the com- 
pany Is to increase gold reoow 
ery significantly and to pro- 
duce a value-enhanced 
antimony product”. Gold is 
recovered as a by-product of 
processing toe antimony ore. 

Mr Hawarden said technol- 
ogy, developed by JCb could 
enhance gold recovery and pro- 
duce crude antimony oxide 
from which the arsenic had 
been removed. 

Success with the new pro- 
cess would enable the cnmprciy 
to realise higher prices for 
stockpiled residues. 
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INTERNATIONAL CAPITAL MARKETS 


UK bonds decline sharply 
on weakness in sterling 

By Simon London in London and Karon Zagor in New York 


UK GOYEtNMENT bonds fell 
back shandy at the longer end 
of the yield curve yesterday, 
against the background of a 
weak pound and a re-assertion 
of underlying economic 
uncertainty. . 

The I^y 1 l»nwfc ii%' per «mt 
gQt, maturing In 2003/07, closed 
the d ay down 2 point at 102 ft 
for a yield of 1L41 per cent. 
However, the shorter end of 
the market continued to out- 
perform the long end, with 
some ." overseas buying 
reported. This suggests that 
the an ticipated flartfawmg of 
the yield curve is beginning to 
take effect - 

- On the ■ foreign exchange 

I iy rfa Wa, sterling fan hqffo hr 

overnight dealing; at one point 
falling below the psychologi- 
cally important DM3.00 level. 

In yesterday's trading some of 
the losses were retrieved and 
sterling closed at around 
DM3.005, down two pfennigs 
from Monday’s close. 

Market sentiment on the 
underlying economic, position 
also remains bearish before 
retail price index figures for 
. September, which are 
announced on. Friday ami are 


GOVERNMENT 

BONDS 


expected to be poor. Retail 
/atlas figures amwwr»H nnrt- 
Monday may sound a more 
positive note, but analysts sug- 
gest that yields could soon 
return to the levels before ster- 
ling’s entry into the exchange 
rate mechanism was 
announced bn Friday. 

■THERE was general relief in 
th<> German p wa rni ant bund 
market that yesterday's auc- 
tion of new 9 per cent 20-year 
federal paper was well 
received. 

' The cash market was steady, 
with the benchmark 8% per 
cent 10 -year bund dosing at 
96L25 for a yield of 9.09 per 
cent. In the futures market 
hedging of holdings of new 
paper «tn«nri a small sell-off, 
with the key December fixtures 
contract closing at 80.89, 
against -8L30 mi Monday. 

The Bundesbank accepted 
offers for DM4J7bn of new 
paper at an average yield of 
9.01 per cent, adding to the 
DMSbn issued on Monday 
through a opnsortxnni of banks. 
Together with DM727m of. 
paper retained by the 'Bundes- ■' 
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bank for market regulation, 
this means that the govern- 
ment raised its target of 
DMSbn tram the fo/™> 

In August, the Bundesbank 
rejected all bids in the auction 
of 8% per cent Unity Fund 
paper. Analysts suggest that 
the higher coupon on this lat- 
est federal issue was sufficient 
to attract investors *ntn the 
market 

However, the government 
has a funding requirement of 
around DM25bn for the remain- 
der of the year. Analysts 
suggest that yields will have to 
rise further for this target to be 
achieved. Another two longer 
maturity federal Issues are 
expected before the year end, 
with the rest of the funds 
raised through five-year bonds 
and short-term paper. 

Yields will also rise, they 
say, as investors switch funds 
from the bund wiariwt and into 
French go vernm ent and Dutch 
government paper, where 
yfaMa are far higher thm is 
justifie d ^the | bm is of eco- 

wmSE REGENT bullish senti- 
ment in Japanese government 
bonds eased slightly as the 
monetary authorities inter- 
vened. to prevent further 
strengthening of the yen 
a gainst the doQar. The bench- 
mark No 119 issue ciosed on a 
yield of &055 per cent, com- 
pared with K020 at Monday’s 
dose. 

The dollar weakened farther 
against the yen overnight, 
breaking through the 130 bar- 
rier before the Bank of Japan 
intervened to stabilise the situ- 
ation. A strong yan/dollar 
exchange rate is thought to 
favour the Japanese economy 


but the Bank of Japan does not 
want to see the currency rise 
too fax. 

However, a stronger yen 
makes a further rise in the dis- 
count rate unlikely and dissi- 
pates the inflation impact of 
ht ghar rWinr oil prices on the 
domestic economy. Both foc- 
tes ar e behind positive market 
sentiment 

■US Treasuries moved broadly 
lower yesterday morning as 
higher oil prices, continued 
weakness in the dnTiar and the 
US budget fiasco kept buyers 
out of th<» bond market 

At mid-session, the bench- 
mark 30-year bond had dropped 
1% point to 98ft yielding 832 
per cent Losses were more 
moderate at the short end of 
the yield curve, where the two 
year note was down A pohd far 
a yield of 73 pear cent 

The band market remained 
obsessed with the budget 
machinations in Washington, 
and sentiment was decidedly 
bearish as last week’s opti- 
mism about the prospects erf an 
acceptable budget accord were 
replaced by fears that any 
Hkely compromise would not 
be sufficient to redress the 
huge dwfirit problem. 

Since an easing of monetary 
polky hinges on a “credible 1 ’ 
budget package, traders were 
concerned that tiie Fed win not 
ease soon. 

The Federal Reserve 
arranged overnight system 
repurchase agreements when 
Fwl Funds were trading at 8ft 
per cent The move was widely 
expected. 

Higher oil prices dealt a fur- 
ther blow to Treasuries. At 
midday November crude was 
$L71 higher at *4036. 
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Canadian 
bank issue 
fails to woo 
investors 

By Bernard Simon 
In Toronto 

INVESTORS appear to have 
given a cold shoulder to a 
National Bank of Canada 
rights issue dp ri vne d to bol- 
ster the bank's capital after 
big writedowns on exposure to 
Campean Carp, the embattled 
real estate and retailing 
group. 

With the Cf9&5m issue due 
to close late yesterday after- 
noon, the Montreal-based bank 
said that only a email propor- 
tion of the issne had been sub- 
scribed by yesterday morning. 
National's shares were trading 
at C97.88 on the Toronto stock 
exchange yesterday, compared 
with the offer price of C$8, ami 
the b ank was reconciling Itself 

to foiling well short of the 

n$ fl s ,fiTn target. 

A National official said yes- 
terday that failure to attract 
the fall qm i mwt would not cre- 
ate a problem for the bank. 
Even allowing for the write- 
downs on Campean loans, the 
bank’s total capital ratio is 
above the 73 per cent target 
doe to be reached by the end 
of this year under guidelines 

set by the superintendent of 
financial institutions. 

National, with assets of 
C$36£bn, said last month that 
It was raising its loan loss pro- 
visions by C$80m to cover a 
loan made to Campean Coup 
founder Robert Campean. 

Half the extra provision was 
accounted for at the end of fa* 
third quarter, pushing Nation- 
aTs earnings down to 
from C$65-5m a year earlier. 
The other C$40m will be 
reflected in the fourth-quarter 
accounts. 

National has set aside an 
additional C$20xn to cover 
other loan losses stemming 
from the deteriorating North 
American econom y. 

The bank’s shares were trad- 
ing at C$&63 when the rights 
issue was announced last 
month. The present share 
price of C$7.88 Is less than half 
the peak erf C$15^5 reached in 
thepast year. 

The office of the superinten- 
d ent o f finawdal institutions 
(OSFI), which regulates Cana- 
dian banks, sent a team of 
Senior retired bankers to 
review National’s assets In the 
wake of the Campean prob- 
lems. 

According to Mr Michael 
Mackenzie, the superinten- 
dent, “we’re comfortable with 
Its portfolio’*. 

■ KhHfah Bober, the invest- 
ment banking and bro- 
ker/dealer unit of Ehrlich 
Bober Financial, is to cease 
operations due to continued 
losses and the negative impact 
Of tax reform on the municipal 
finance industry, Reuter 
reports from New York. 

The company said resources 
were more than adequa te fo 
fulfil open securities commit- 
ments. 


Poor reply 
to Singapore 
broker issue 

SINGAPORE stockbroking 
firm Kay Man Janies Capel's 
public issue of 83.18m shares 

- 25 per cent of the company 

- has been 19.5 per cent sub- 
scribed, Reuter reports from 
Singapore. 

The company , owned 49 per 
cent by James Capel Group, a 
milt of ff nnp Kong and Shang- 
hai Banking Corp, said it 
received applications for a 
total of 16j26m shares, includ- 
ing 8.29m shares subscribed 
for by tiie staff. 

Kay Hian is the second local 
company seeking listing on 
the main board to receive such 
a poor response from the pub- 
lic in the past decade. In 1981, 
an Issue by Van Der Horst 
received 35 per cent subscrip- 
tion. 

The Kay Hian Issue was 
designed to raise about S$36m 
(US$2lm) to finance the com- 
pany’s development of stock- 
braking in the Singapore area. 
Share issues by brokers Khn 
,, , *ng Hol d i n g s and G-K. Goh, 

io&oii l^ vS n | listed earlier this year, were 
■“* ^subscribed 784 times and 108 
times respectively. Since July, 
however, the Singapore stock 
market has fallen by more 
than 30 per cent. 
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Med without written consent. 


• The S$6Qm private place- 
ment for Wing Tai Holdings, a 

garment manufacturer and 
property group, has been 
aband o ned oy its underwriter 
Smith New Court, the UK 
Stockbroker. Wing Tai’s share 
price has fkQen below the 
S|2^ placing price. 

The shares were being 
Issued to pay fiff the purchase 
of two US-based clothing 
wholesale and buying compa- 
nies. 


Correction 

Spanish bank 

BANCO Bilbao Vizcaya ha* 
been quoted on the London 
Stock Exchange since 1988. ft 
.is tints not seeking a London 
listing, as was suggested 
yesterday. 




First Half 

Year 


1990 

1989 

1989 

Net safes 

6,105 

10,470 

19,404 

{in FF mdEons) 




Net income 

1,539 

921 

705 

(hi FF millions) 




Net earnings per share 

243.34 

141 

108.52 

fa FF) 





Nef sales for the first half of 1990 amounted to FF 6 # 105 million, 
down 417% from the figure for the same 1989 period. This 
decline is a result of Chargeurs* withdrawal from the Air Transport 
sector combined with the lower sales generated by the Textile 
sector. Net income amounted to FF 1,539 million, an increase of 
67.1 %, and included net capital gains of FF 1,545 million on the 
sale of 54.6% of the capital of UTA. 
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COMMERZBANK A 

SUBSCRIPTION OFFER FOR PROFIT SHARING 
CERTIFICATES WITH CONVERSION RIGHTS 

By virtue of the authority conferred upon It by the Annual Gen- 
eral Meeting of the Company hold on 20m May, 1988 ttw Board of 
Management haa decided to Issue DM800^X»000 nominal Profit- 
Sharing Certificates (“Convertible Certificate" ) carrying rights of 
conversion from 1991 to 1996 into shares of Commerzbank AG 
(which are entitled to distribution as from 1 st November. 1990 (Le- 
one abdh for the financial year 1 990). The Convertible Certificates are 
being offered at par by way of riahtstetheCompany'sshenBhoiderB 
onthabasisoft- 

OneDM-200 nominal Convertible Certificate far every shrven shares 
oT DM£0 nominal held. 

The Convertible Certificates ate being offered on the terms of 
the Company's announcement dated October. 199CL Copies of the 
announcement with an English translation, are available on request 
at the office ofthe London Subscription Agent, S-G- Warburg & Co. Ltd. 

It Is not intended » seek quotation for the Convertible Certifi- 
cates on The Stock Exchange. London, however, the eubecriptkm 
rights win be traded under Rule S35.4 during the period 16lh 
October, 1980 to 25th October, 1990 bndueiva. 

PROCEDURE M THE IINTB) KMGDOM 

Holders In the United Kingdom wishing to take up rights must 
lodge the following:- 

Bearer Share Certificates -Coupon No. SI 
and apply during tha subscription period 10th October, 1900 to 29th 
October, 1900 Inclusive, at tha office of the London Subscription 
Agent> 

S-G. Warburg & Co. UeL 

Poring Agency, 

2 Hnsbury Avenue, 

London EC2M2PA 

between lODOaj®. and 100pm where lodgement forms are obtain- 
able. 

Holders of London Deposit Certificates wishing to teioa up rights 
must lodge their certificates for nwrtdng Square No. 14 no later than 
3.00p.m. 24th October, 1990. 

Payment must be made In fufl on application. Temporary 
Receipts wffl be issued. 

Holdere wishing to make payment In Starting should agree the 
applicable raw of exchange with the London Subscription Agent. 

Holden of rights entitlements may instruct tha London Sub* ■ 
serjptfon Agent to buy or sell rights, on their behalf to round their 
entraemems but In order to do ao their forms must be lodged whh 

S.G. Warburg & Co. Ltd. by &00pjn. 24th October, 1890. 

Subscribers will be advised at a later date when the Convertible 
Certificates are ava&tble to be exchanged for Temporary Receipts. 

S.G. Warburg & Co. Lid. 

London Subscription Agent and Depositary 

10th October, 1990 

ABBEY GLOBAL INVESTMENT FUND 

Registered Offices 

Centre Mercurc, 7Bi Floor 
-41 Avenue de la Gate 

L-lfill Luxembourg 

R C Luxembourg B 26141 

NOIKZ C3F ANNUAL GENERAL MBST1NC OF 5HAREHCXJ3ERS 

An Anxnnl General Meeting of the Shareholders of Abbey Qobsl Investment 
Fnnd win 1m held at Centre Merenrc, 7U» Floor; 41 Avcnos da la Cm, L -1611 
Laxembnmg st Tlmnon T9 October 1890 fog the purpose of comiKcripg sod 
voting Pponths following ml Un. 

Agenda of the Anxu^ Gcncxal Meeting of AmboldM* 

1) Submittal of <ba Reports of tit* Bosodof Dfa-ecton and of titeSutata^r 
Andttar for thsyw ending 30 June T990L 

2) Approvsloffo* Statement of Net Asm<» m >t 30 Jmw 1990 and SUfexnent 
of C^emtians for tiie year ending 30 Jom 1990. 

31 To approve dfatribodcra safBdegt to gulntafai foe Funds UK DUMbotor 
Status lor the yner ended 30 fane 199Q. and. in Ihe cases o( the following 
| sobfands to mcot* the Ponds Distclbutor Status for each of the yean 

endad 30 Jane 1968 and 1989: 

fotematianal Income and Growth Fond 

Pad&c Growth Rmd 

UK Growth Pund 

Reserve Fund 

4) QmatDiad»ige to the Bond of Dbectam and to the Stannary Auditor for 
tbe perfaemnwe of thdr duties for the year ended 30 June 1990. 

9 BattPytiteco-eptadonaa Director of Mr CMWacanwn. 

6) Re-election nf the promt Directors. 

7 ) Re-^ectian of tbe Stannary Auditor. 

® Rstl^ the payment of Dimctan fees for the yen-ending 30 June 1990. 

Voting: 

The Rmahtiknia may be pemed wftheut a qoonuiv b$r » stanple mi^erityof the 
votea mat thereon at the Meeting, 

^^^^^tibmdurammdnadtltealttianotltltrthmlf 

Otfober 1998 etther at the registered office of the Pond, or with any bank 
cr financial fautiniilanaiooepEahle to die Fund, and the relative Deposit 

Keodpts (Which may be obtained bom the registered office of the ftmdj 
nam ^ fonnideti to the iMteemd offlm of tbe fand to arrive not later 
tiaan 16 October 1990. The atuctea bo deposited will remain blocked ontti 
the day after the Meeting or any adjournment thereof. 

Hut holders of registered shana need not deposit their certificates but 
to be pe—em In penwer or represented by a duly appointed proaty. 

Sharvhokbn who cannot attend the meeting in person are Invited to 
eaxl a dalyeonjieted mid signed gwny farm to the rag|ater»d office to 
snfv® not liter mis 16 October 1990. 

ftacy Conns vrfD be Hstt to registered shareholders with a copy of this 

Notice Bid can also be obtained from the registered offlea. 

The Board ofDbactma 

26 September 
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Hydro-Quebec 

Floating Rate Notes, Senes FV, 

Due May 2005 

Interest Period 8th May 1990 

8th November 1990 

Interest Amount per 

US. $10W Note dug 

8th November 1990 U.S. S425J58 

Credit Suisse First Boston Limited 

Agora Baric 

GRA Investments B.V. 

US$30,000,000 

Guaranteed Floating Rate Notes due 1995 

Guaranteed by 

GPA Group pic 

(n accordance with tha Terms and Conditions of the Notes, 
notice is hereby given that for the interest period 
from October 10, 1990 to April 10. 1 991 
the Notes win cany an interest rate of 8.6375 % per anmim. 

The Interest amount payable on the relevant interest 
payment date, April 1 0. 1 991 will be US$ 4,366.74 
per Note of US$ 100,000 denomination. 

The Agent Bank 

^ KREDIxiTBANK 

HUr &A. LUXEM BOURGEOIS E 






INTERNATIONAL CAPITAL MARKETS 


Citicorp credit card deal 
undermined by weak dollar 


By Tracy Corrigan 

ATTEMPTS to sell more than 
$lbn of Eurodollar bonds 
foundered yesterday, as inves- 
tors shun dollar securities. 

Secondary market Eurobond 
spreads have widened as much 
as 30 pipnta ihfriwg t fro 
last few weeks, eroding deal- 
ers’ confidence in their ability 
to assess value. 

Against this background, the 
pricing of two new Eurodollar 
bonds was bound to be tricky. 

In the event, the concept of 
consensus pricing, in an envi- 
ronment where volatility virtu- 
ally precludes agreement, 
proved almost unworkable, 

Citicorp's $845m offer ing of 
bonds backed by credit card 
receivables was battered by 
conflicting o pinions , as well as 
by a failing US Treasury 
market. 

The jsice on the bonds was 
announced on Monday as 85 
basis points to 90 basis points 
above the five-year US Trea- 
sury, but this proved unaccept- 
able to most underwriters. 

Hie deal was structured as a 
Eurobond and targetted at 
European retail Investors, as 
both Citicorp and UBS Phillips 
& Drew felt there was some 
flomanri for bearer bonds. 

Other houses failed to iden- 
tify such an investor base, and 
perception of the deal was not 
helped by the launch of a 
credit card-backed deal for 
Sears in the US market at a 
wider spread. 


Yesterday, the indicated 
spread of the Citicorp deal was 
moved out by 10 basis points, 
before the deal was finally 
priced to yield 99 basis points 
above the five-year Treasury. 

Even at this level, underwrit- 
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ers found few takers, and tend 
manager UBS Phillips & Drew 
was said to have been left with 
two-thirds of the deaL 

Further, several underwrit- 
ers were said to have been 
allotted no bonds. UBS 
declined to comment on these 
aspects of the offering. 

Three week's ago, ECCTs 9 
per cent bonds due 1994 were 
quoted at 34 basis points over 
the curve. This widened to a 82 
ha win points spread on Monday 
and jumped 10 more basis 
points yesterday, when a bid 
could he found. 

"The reaction to the wider 
spread an the new deal was 
simply to widen the spread on 
outstanding paper further," 
one dealer said. 

As Mr Charles Wainhouse, 
vice president of Citicorp 
Credit Services, observed, "it is 
not obvious where value is, for 
us, underwriters or investors*. 

Toyota Motor Finance's 


(230m four-year deal, launched 
on Tuesday, also fell victim to 
overall market weakness, but 
generally was seen to be better 
supported than the ECC7T deal. 

The launch spread of 80-7 
basis points widened to 66 
basis points as spreads gapped 
wider, even though the financ- 
ing, in floating rate terms, rep- 
resents a level of Libor flat for 
a tiiple-A rated borrower. 

Three weeks ago. Toyota 
Motor Credit was able to bring 
a three-year deal at 39 basis 
points over the curve. 

Elsewhere, new Japanese 
equity-linked deals again met 
adequate demand, buoyed by 
the value they offer relative 
warra n t s in the secondary mar- 
ket, which are substantially 
out of the money. 

• Westpac Banking of Austra- 
lia is to absorb its investment- 
banking unit. Bill Acceptance 
Corp. Wesfpac said that “in the 
current deregulated market, it 
is no longer appropriate to 
operate a separate merchant 
bank”. Bill Acceptance has 
assets of A(1.2bn, sharehold- 
ers* funds of A$56m and is prof- 
itable, Westpac 

“The move will complete the 
integration with the bank of all 
Westpac group merchant bank- 
ing operations in Australia and 
New Zealand.” Westpac 
attempted to sell Bill Accep- 
tance, but could not find a 
buyer. 


NEW INTERNATIONAL BOND ISSUES 


Bmiomt 
(IS DOLLARS 

Euro Cr.Card Totl9SO-2(g)e 
Toyota Motor Fln-NV(a)+ 

GMzon Watch Co.(ato 

Bando Chemical Ind ja)4 

Mlzuno Corp(ato 
lUnanca Cr.NaL(h)* 

Shlnko EledrfcfbJCto 

Amount dl 

845 

230 

200 

100 

100 

38 

110 

Coupon % 

8% 

g 

(5%) 

15%) 

(5%) 

(h) 

5 

Prion 

99.00 
101 .425 
100 

100 

100 

101 JO 
100 

Maturity 

1998 

1994 

1994 

1994 

1994 

1996 

1994 

Ptae 

ass 

1% 

2%/1% 
2%/1% 
2%n% 
i%/i% 
2 VI *2 

Book rural or 

UBS Phillips & Draw 

Nomura inL 

Nlhko Soca. (Europe) 

Nomura hit 

Nomura InL 

LTCB InL 

Nomura InL 

D-MARKS 

UnJtlMato 

75 

(5%) 

100 

1994 

2V1% 

Dahra Europe GmbH 

Mlzuno Corp(n)* 

70 

(5%) 

100 

1994 

2%/1% 

NBcko Secs-(Doutachrd) 

SWISS FRANCS 

Ftinauo lnd.(c)M§ 

TO 

6% 

100 

1995 

m 

Bank Leu 

NJK Corp(d)**§ 

50 

5% 

100 

1998 

m 

Handeisbank Natwest 

Mlnato E(octronics{o)**9 

40 

5% 

100 

1995 

m 

Yamaichi Bk (Switz) 

Hakons Tozan R - way(a)**to 

10 

8 

100% 

1997 

- 

DaMcM Kangyo Bk 

AUSTRIAN SCHUUNQS 

Euronma(f)to 

Ibn 

8% 

100% 

2000 

2.16 

CredHanstalOBkvoraEn 


** Private placement SConvertflito. moating rate note. MIRh equity w a rr an ts. gfM terms, a) Non-callabte. b) Coupon 
was tmUcataO at 5%%. Exercise premium fixed at 2.64%. c) Put option 31/3/93 at 108% % to yield 8L85%. d) Put option 31/3/ 
83 at 109% to yield 8.976%. a) Put option 31/8/93 at 110% to yMd 8624%. Q Callable 1987 at 100%. than 1988 at 100%, then 
1099 at 100% thereafter, g) Asset backed Issue. Credit enhancement provided by UBS Latter of Credit Fixed re-offer Issue 
price. It) step-dawn deal. Coupon pays 346% until March *91. then 563% until March ‘82, than 566% until March '83. then 
56% until March 86. Nonmailable. 


Japan plans 
to ease rules 
on domestic 
bond issues 

By Stefan Wagstyl 

In Tokyo 

THE JAPANESE Ministry of 
fimmce is planning to relax 
rales on domestic corporate 
bond issues, in order to 
Increase com p ani e s' access to 
the capital markets. 

Japanese industry will wel- 
come the changes, which will 
most likely come into effect 
next month, since they would 
coincide with a tightening 
squeeze on credit in Japan, 
particularly hank loans. 
However, the ministry's move 
is motivated by its long-stand- 
Jug policy of liberalising finan- 
cial and not by any 

short-term plan to increase 
sources of funds for Industry. 

However, the rule changes 
are not in themselves expected 
to induce companies which 
Issue bonds in the London- 
based Euromarkets to switch 
to Tokyo since some cumber- 
some restrictions will remain 
in place, notably the require- 
ment for a company to hire 
both a securities company and 
a hawk to handle an Issue. 

The proposals mean that the 
number of companies able to 
issue bonds and warrant bonds 
without pledging collateral 
will increase from 600 to more 
than 1,000. 

The {dan is to widen greatly 
the use of credit ratings and 
abolish many of the present 
requirements to meet ministry 
guidelines on the size of net 
assets and other criteria. This 
will shift the onus of assessing 
credit risk from the ministry 
to I nv e s tors, as already hap- 
pens In international markets. 

The ministry pinw« to allow 
companies with a credit rating 
of A or better to issue bonds 
and warrant bonds without 
collateral. As for convertible 
issues, the ministry will allow 
companies with a BBB rating 
or better to make them, as 
long as their assets exceed 
YSObn. 

0 In tire whre fiwnthu to the 
end of September, a total of 
560 Japanese companies were 
involved in mergers and acqui- 
sitions, according to a study 
by Yamaichi Securities. The 
number of transactions was 
15L9 per cent up on 1989. The 
value of affidally announced 
transactions In the nine 
months was Yi,671bn. 


Regulators discuss financial giants 


By Katharine Campbell in Frankfort 


BANKING regulators, 
gathering today in Frankfurt 
for their biennial two-day 
meeting, will for the first time 
formally address the supervi- 
sion of financial conglomer- 
ates. 

The definitions of "banks”, 
“insurance companies” and 
other financial service entities 
have become increasingly 
anachronistic as institutions 
expand their product range 
and stray into each other’s ter- 
ritory. 

The sixth International Con- 
ference of Banking Supervi- 
sors, which tins year attracts 
260 delegates from 100 coun- 
tries, is designed to air issues 
arising from the work of the 
Basle committee of interna- 
tional banking supervisors. 
The meeting two years ago in 
Tokyo was largely concerned 
with harmonising c ap it a l ade- 
quacy standards. 


Today’s discussion will focus 
on the supervisory conse- 
quences of the growth of finan- 
cial conglomerates, in which 
banking, securities op eration s, 
insurance and other activities 
such as leasing are gathered 
under <me rod 

The impetus for trend 
stems partly from deregula- 
tion, as the barriers between 
banking and securities busi- 
ness fall, notably in the US and 

Japan. 

In countries operating under 
the universal hankfnp system, 
which Include most of those in 
continental Europe, changing 
savings patterns have forced 
institutions to broaden their 
product range to stay compett 
tive, landing hanks info insur- 
ance and vice versa. 

The regulators betieve that 
tiie risks incurred by such con- 
glomerates are greater than 
those taken by the separate 


institutions. The authorities 
And it increasingly hard to ns* 
ulate effectively flrmb with 
complicated and diffuse inter- 
national structures. Also, there 
is the danger that problems in 
one area will spill over and 
Infect the entire group. 

Mr Johann Wilhelm Gad- 
director of the Bundes- 
bank, in charge of supervisory 
Tbburk, has suggested that one 
possible approach was to 
develop the pngtish model of 
functional regulation accord- 
ing to the nurfn thrust of each 
institution’s business. But con- 
crete proposals are unlikely to 
em e r ge from this week's talks. 

A second topic, on tomor- 
row's agenda, addresses plans 

for an pytenafon of the “Cooke 
committee” capital adequacy 
guidelines to market (as well 
as credit) risk. The Baste group 
haw been working for more 
than a year on ways Of measur- 


ing interest rate, forelpf 
exchange and equity-related 

risks, • • 

Mr G a ddnm noted that “con- 
siderable progress” had been 
made, and that the results 
would be discussed among tin 
participants. There is conflict 
between the proponents of foe 
universal banking' system 
(notably the Germans) who 
fear they will lose if bank 
guidelines are mare stringent 
than those for brokerage 
houses, and advocates of the 
Anglo Saxon model, in which 
honking and securities func- 
tions are stiD largely separata. 
The Basle committee is hop- 
ing to thrash oat a supervisory 
structure that harmonises 
banking and securities regula- 
tions. and is including the 
International Organisation of 
Securities Commissions in 
tfl ifca regarding modes of 
co-operation- 


US target for electricity sell-off 


By Deborah Hargreaves 

THE SALE of shares in the 
UK’s 12 electricity distribution 
companies wQl be made as the 
largest offering yet under the 
US’s newly-liberalised private 
placement - the so-called 144a 
market - as pari; of the gov- 
ernment’s privatisation of the 
electricity industry in late 
November. 

Some $60Gm-$Lhn of shar es 
are expected to be offered 
under 144a as the US tranche 
of electricity shares to be odd 
internationally. 

This Is substantially W girer 
than any of the previous 19 
equity offerings made under 
144a where the largest offer 
has not breached the $200m 
mark. 

The government has tradi- 
tionally sold about a 20 per 
cent stoke in UK privatisation 
deals to foreign investora as a 


way to ensuring the success of 
asell-afL 

H there is a surge of demand 
for shares from UK investors, 
the wra re ranren* haw the Hrirt 
to daw back part of the over- 
seas allocation. 

Electricity shares are expec- 
ted to be srild as a package of 
12 companies to foreign institu- 
tional investors in the same 
way as the water «*mpawiew 
were sold as a group last year. 

Goldman Sachs ■ is under- 
stood to be leading- the place- 
ment of wHwre s in tire us mar- 
ket where the securities will be 
offered only to institutional 
Investors. For this reason, the 
144a route is cheaper and 

wwiw than a fnTl Wwttng on tire 

public US market 

At the same time, Nomura, 
which Is expected to lead the 
Japanese placement of electric- 


ity shares, wifi, be making use 
of the Public Offering- Without 
a Listing (POWL) which was 
pioneered last year for the 
offering of wa ter shares. 

The POWL route requires a 
company to be_ listed only on 
its home stock exchange and 
that the company's earnings 
per share must'ba 20 per cent 
of tiie shares' nominal value 
prior to the offering. This 
removes many of the onerous 
requirements for a listing on 
the Tokyo Stock Exchange. 

The allocation of electricity 
shares to overseas markets is 
usually set several weeks 
before the pricing of the 
shares, which is due on 
November 21. An announce- 
ment an underwriting groups 
for the other overseas share 
placements is due later this 
week. 


Goldman Sachs issues sterling warrants 


GOLDMAN SACHS, taking the 
view that the dollar is substan- 
tially undervalued a gain Kt ster- 
ling in the wake of ERM entry, 
is issuing 250,000 put warrants 
on the pound, writes Tracy 
Corrigan. 

Stoning is approaching the 
92 mark, a level it has not 
reached since early in 1981, 
“and at that period, the pound 


was not quite aa overvalued as 
now*, a Goldman Sachs official 
observed. On a purchasing 
power parity basis, the dollar 
is undervalued by 80 per cent, 

he ariHpii. 

The launch of the warrants 
was timed to catch the wave of 
interest in starling following 
the pound’s entry to the 
tno^umgn rate mechanism. 


. Each warrant costs (54, and 
-gives investors the right to buy 
(L000 at a strike price of (L90 
to the pound. 

The American-styte warrants 
can be exercised at any time 
during their one-year 
life. 

The deal was aimed main!;, 
at continental European and 
also at Japanese investors. 


Moody’s may 
downgrade 
CSFB debt 

By Stephen FIdler, 

Euromarkets 

Correspondent 

MOODY’S Investors Service, 
the US rating agency, said yes- 
terday it was considering a fur- 
ther d owng rading of the debt 
ratings of CS First Boston. 

The move, which will cover 
about (550m of debt, follows 
the agency’s downgrading of 
the company’s' bonds In 
October last year. 

Moody’s said its review niQ 
focus on CS First Boston's 
ability to achieve strong core 
profitability and reduce risk- 
adjusted leverage. 

Under review. ia CS First 
Boston’s A-3 subordinated debt 
in the US, international and 
Swiss markets and its Prime-1 
commercial paper rating: 

It may also downgrade the 
senior and subordinated Swiss 
debt of Financfore Credit Sui- 
sse First Boston, the group 
holding company, which car- 
ries an A-2 rating and its A-3 
rated junior subordinated per- 
petual notes. 

Moody's October downgrade 
cited the risks the firms had 
a«iim p d in the US merchant 
hanking business, where secu- 
rities houses mate shortterm 
loans to finance acquisitions. 


LONDON MARKET STATISTICS 


FT-ACTU ARIES SHARE INDICES 


® The HnancM Thnwi Ltd 1990 . CompM by the Financial Times Ltd 
In MnjmcflM wllh Bn teaMlii te of A ctu a rtea and tiw F a dd y of Actnarioa 


EQUITY GROUPS 
A SUB-SECTIONS 

FI gum In parentheses show number of 
stocks per sect too 


l 1 

2 

3 

4 
3' 
6 
7 
81 
9 

io! 

21 

22 

a 

27 

29 

31 

32 

34 

35 
40, 
41 
421 
43 
44! 
46| 
47 
48i 


CAPITAL GOODS U96) 

Building Materials (26) 

Contracting. Construction <351.. 

Electricals (10)...... — 

Electronics (26) ..... 


49’ 


51 


59, 


61 

62 

65 

66 

67 

68 
691 
70 


99 


Engineering-Aerospace (8)....... 

Engineering-General (47) 

Metals and Metal Forming (8) . 

Motors (13) 

Other Industrial Materials (23). 

CONSUMER GROUP (176) 

Brewers and Distil tors (22) 

Food Manufacturing (18) 

Food Retailing (17) 

Health and Household 06) — .. 

Leisure (32) — 

Packaging & Paper 02) 

Publishing & Printing 04) 

Stores (33) 

Textiles 02) 

OTHER GROUPS 007) 

Agencies (16) — .. — 

Chemicals (24). 


717.08 
987.75 
JU67.14 
..J1934.71 
-41380.45 
412.63 
37638 
410.14 
271.17 
116664 
1200.43 
- 150339 
101139 
.. 238022 
.. 2395.16 
121 134 


Conglomerates 05) 

Transport 04) 

Telephone NetworksO) ............ 

WaterUO) 

Miscellaneous (25) 


INDUSTRIAL GROUP (479). 


Oil & Gas (21). 


508 SHARE INDEX <50 013258' 


FINANCIAL GROUP CX 03). 
Banks (9). 


I nsurance (Life) (7) 

Insurance (Composite) (6) ... 

Insurance (Broken) (8) 

Merchant Banks (7) 

Property (45) 

Other Financial (21) 


Investment Trusts (66) ....... 

Overseas Traders (5) 


ALL-SHARE INDEX (674) . 


FT-SE 160 SHARE INDEX*. 


Tuesday October 9 1990 


Index 

No. 


492.95 

£890.34 

807.45 

40937 

991.69 

11023.97 


996.27 

11332.12 

11910.94 

1120.20 

1932.40 

4353=39 


101933 


(2407.80 


707.93 
76639 

137634 

62039 

784.94 
55613 
89934 
249.13 


J100330 

11168.85 


1027.82 


bate 

No. 


2134.1 


Day's 

Change 

% 


-46 

-46 

-4.6 

-3.9 

-43 

“8.4 

-3.6 

-3,4 

-5.1 

-8.9 

-83 

-3.1 

-L8 

-33 

-8.7 

-8.9 

-8.9 

-12 

-14 

-3.2 

-2.7 

-4.1 

-36 

-12 

-3.2 

-L« 

-31 


-3 2 


-0.5 


- 2-8 


-3.6 

-3.8 

-3.8 

-3.7 

-5.2 

- 0.2 

-46 

-1.4 


- 2.8 

-0.9 


-29 


Day's 

Dawe 


-67J 


(Mari 


1534 

1465 

17.99 

1436 

10-63 

1631 

15.92 
27.78 
1865 
14.43 
1031 

10.41 

11.48 
10.03 

7.41 

1237 

13.06 

12.41 

10.93 
14.56 
12.75 
1061 
1333 

12.74 
12.70 
11.68 

15.75 

13.49 


1221 


929 


11.74 


2135 


9.62 

839 

11.36 


12.24 


Oar's 

Hhaa) 


2179.0 


Gras 
Oh. 
YWd% 
(Act at 
(25%) 


663 

6.17 

663 

6.96 

542 

565 

6.90 
8.14 
8.75 
6.99 
429 
3.93 
4.83 
331 
3.11 
520 
766 
6.47| 
4.61 
8.67 

5.91 
3-24 
6.69 
732 
5.49 
468 
7.01 
560 


531 


5.19 


5.29 


6.71 

732 

537 

6.84 

8.18 

5.75 

5.41 

7.01 


3.94 

7.89 


5.47 


Day's 
Low 00 


2133.0 


Est 

m 

Ratio 

(Net) 


767 

829 

726 

8.40 
12.86 

737 

735 

438 

6.18 

8.01 

1L99 

1164 

10.73 

12.70 

16.01 

9.78 

9.41 
20.09 
1L90 

8.71 

931 

LL44 

866 

9.46 

9.97 

UJ5 

735 

831 


10.03 


14.05 


1031 


6.13 


1338 

15.73 

11.43 


9.73 


Oct 


2201.6 


xdadj. 
1990 
to date 


3133 

39.70 

56.07 

84.91 

56.74 

15.17 

16.85 

17.02 

14.41 

60.14 

3037 

3361 

28.13 

50.82 

48.83 
39.79 
22.95 

124 . 64 
1838 
2031 
32.00 
2225 
46.81 
38.45 
65.20 
26.09 
68.12 
6L49 


32.22 


85.44 


3631 


3L79 

42.00 

54.97 

2735 

4L94 

12.75 

25.08 

1162 


25.03 

59.65 


34.93 


Oct 

5 


2143.9 


Mm 

Oct 

8 


Index 

to. 


746.98 
101924 
1216. IS 
202831 


1643.94 
43L92 

385.67 
42531 
286.72 

1229.76 
1235.93 

1542.40 
1044.19 
242432 
2481.45 
124465 

50731 

2977.42, 

833.91 

415.06 

1024.41 

1052.67 
1039.22 
138464 

1952.95 

1157.77 
196039 
1602.73 


105336 


2-H9-19 


1165.09 


734.68 

797.01 

143L62 

644.U 

8Z7.73 

356.77 

937.04 

252.7B 


103169 

117960 


1058.54 


Oct 

4 


2070.4 


Frl 

Oct 

5 


Index 

No. 


720.99 

945.95 

108905 

1948.73 

1614.48 

432.97 

37L91 

417.72 

287.84 

1216.11 

1194.40 

147331 

102301 

236286 


2469.95 
1185.45 
48638 
2868.94 
77480 
41005 
996 J7 
1109.71 
1020.79 
134080 
184539 
110980 
192736 
156435 


1019.63 


2409 25 


1132.96 


69901 

75335 

1352.02 

60934 

827.63 

33607 

913.28 

238.06 


994.97 

1166.21 


102604 


Oct 

3 


2067.0 


Thu 

Oct 

4 


Index 

No. 


69902 

892.67 

104937 

191431 

1567.95 

422.65 

36809 

40536 

277.96 

109187 

1160-13 

1433.79 

100681 

230408 

239638 

U4L3B 

47902 

2812.92 
738.84 
40901 
97236 
107233 
100231 
1299.77 
180500 

1076.92 
1929.43 
153265 


99136 


237221 


11Q3.98 1 


66037 

694.78, 

1305.48 

574.75 
81480 

334.76 
86820 
23632 


93536 

1140.23 


995.94 


Oct 

2 


20563 


Yew 

(approx) 


bate 

No. 


896.42 

1039.96 

143534 

2S9L09 

200188 

0.00 

030 

46132 

356.74 

167185 

126436 

144L32 

113035 

2332.78 

246034 

1637.92 

552.85 

352883 

775.02 

51839 

113131 

156(127 

1200.84 

157831 

217603 

109190 

030 

1926.14 


114632 


219132 


123389 


76338 
76878 
119288 
64126 
990.41 
402.14 
2219.07 
339 69 


122537 

134147 


112083 


Year 

ago 


22188 


FIXED INTEREST 


PRICE 

INDICES 

Tue 

On 

9 

Day's 

change 

% 

Mon 

Oct 

8 

xdadj. 

today 

xdadj. 
1990 
to date 


BrittftGanwMut 






1 

Up to 5 years.... 

128.01 

-035 

118.43 

- 

9.73 

2 

5-15 years ....... 

123.55 

-0.70 

124.79 

036 

10.60 

3 

Over 15 yean...., 

123.79 

-1.06 

125.12 

— 

9.84 

4 

InredeemaMes.... 

143.05 

-1.22 

144.83 

- 

8.85 

S 

All stocks 

123.57 

-0.61 

124.53 

0.20 

1033 


InfcrtJaM 






6 

Up to 5 years 

154.57 

-O.IO 

154.72 

_ 

2.46 

7 

Over 5 years 

138.78 

-0.16 

139.00 

- 

3.12 

8 

Ail stocks 

130.86 

-0.15 

140.07 

- 

3.06 

9 

BtoMtam&LnB. 

101.87 

40.33 

101-53 

— 

9.20 

10 

Preference -»... 

7335 

-032 

7339 

- 

533 


AVERAGE GROSS 
REDEMPTION YIELDS 

Tue 

Oct 

9 

Mon 

Oct 

8 

Year 

ago 

(approx.) 


Rrt!tabCe3®wnert 




1 



10.76 

10.62 


2 

Coupons 

15 yean. — 

10.76 

10.62 

9.71 

4 

Medium 


11.45 

1032 

11,25 

LL24 

5 

Coepoos 

15 years.... 

11.24 

11.U 

10.07 

6 


2 years 

11.11 

1L01 

9.67 

7 

High 

5yeare_ 

1137 

11.40 

1135 

8 

riMipwa 

15 years. 

1L45 

1134 

1039 

9 



11 Vi 

11 28 

9. S3 

10 

Irredeemables.. 

- - — 1 

10.91 

10.76 

9.60 


ImhwJhlml 





11 

Inflation rate 5% UptoSyrc. 

3.95 

339 

3.87 

12 

taflatioonte5% 0ver5yn., 

432 

430 

3.69 

13 

Iofiatiooratel0% UptoSjn., 

2.81 

2.75 

3.08 

14 

lnflatlMRtelO% OwrSyn., 

4.14 

4.13 

333 

15 

D eta A 

5 years...-. 

1431 

14.06 

1334 

16 

Imt 

15 years..-. 

12.77 

12.79 

1236 

17 


25 years... 

1234 

1239 

11.70 

18 

Preference — 

— 

12.90 

12.85 

1034 


Ham 2161.0; Han 2157.7; I pm 21538; Zpn 2141 7j ZJfl pm 2146.8; 3 pm 21443; - 
. 9-46a m (fa) 4.25pm i Flat yield, Highs aid tons record, base dates, uhiesand consUtneat changes aiemiMbbed In Saturday 
taues- A list of canstl tnems hiia! table from ffle Publishers, The Financial Times, Number One, Sccibwart Bridge, London S£1 9HL. price 15p, by 


pofl35p. 


RISES AND FALLS YESTERDAY 


British Funds 1 

Corporations, Dominion aul Foreign Bomb 

Industrials — - 

Financial and Properties 

0Hs„ _ 

Plantations 

Mines 

Others — — - 




Totals. 



Falk 

Same 

■ 5 

80 

8 

6 

4 

11 

163 

661 

739 

66 

359 

316 

22 

20 

47 

0 

0 

10 

26 

36 

94 

61 

39 

106 

349 

L199 

1331 


LONDON RECENT ISSUES 


EQUITIES 
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— 

F.P. 
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90 

MO 

fj*. 
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— 

4 *1 

3 

1 

F.P. 

— 

7s 

<3 

— 

FJ>. 

re 

» 

19 

100 

F.P. 

— 

98 

76 

— 

M*. 

— 

88 

21 

5108 

F.P. 

— 

116 

101 


FJ. 

— 

O. 

a 

1 

FJ>. 

— 

17 

11 

t 

FJ>. 

— 

M 

41 

MB 

F.P. 

— 

9U 

S3 

— 

F.P. 

— 

26 

18 

UQ0 

F.P. 

— 

to? 

88 


hJ>. 

— 

Xt 

28 

2a 

F.P. 

— 

2<K 

208 

too 

FJ. 

— 

to? 

93 


F.P. 

- 

43 

38 


Stock 


ABlUtBRilto. 

FabrrPiest™ 


FUvtowplp 

GeMai Vale Irlu 

JFFTafjrtlM Jap. Wtslc. 
Jupiter Emin Tna — 
Do. Warrants. 
HereroeaSp. 

MUIIlp- 


4tanunat2hP- 

Wka2b — j 

Rhv A Mm SreJtor CeT? 
Do. Warrens 


San Select. Grata TsL- 
Do. Warrant* 


eStertrf Platen 
TH European Grata T« ... 
Pp.PW-Suh.lp 


9SA 


101 

175 

36 

45 

19 

77 

23 

102 

22 

09 

23 

89 

29 

215 

93 

43 


Ho 


MJ 

91 


b0158% 


RUB 

tX3 


K3L73 


103 

FLO 


care 


SJ 


WM 


33 
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A 


82 


FIXED I NTE RE ST STOCKS 


HI 

Annex 

PaM 
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1990 

Stodt 

Ctatog 

Price 

£ 

+ «r 

£ 

to 

Date 

Wgh 
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F.P. 

F.P. 

28/9 

101 

lXBp 

73 

93e 

HtMtert T«i 1$C Cl. Do. U. 20a3__ 

73 


& 

iSS 

F.P. 

FJ». 

F.P. 

HU 

F.P. 

& 

7Sp 

Wl^ 

Ranfe(te8L2Sp(NeUCtCaiMPf20|) — 

RedrittA Catena 9JgcbBdi 2005 

Trro Ctpftal 9pc C». Cap. BA 2005 

Mact Grp. on 8pc Cw. Pf O 

£p 
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RIGHTS OFFERS 
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TRADITIONAL OPTIONS 


• First Dealings Oct 1 

•.Last Dealings. Oct 12. 

• Last Declarations Jan. 10 

• For settlement Jan. 21 

For rate indication* see end of 


London Shore Service 
Calls? AmataKl, Arpas, Aviva, 
Bertsforda, Hanson Wfa, Kwk-Rt, 
Mountfotgh, Richmond OR ft flu 
TuHow Oft. Put & Call: Amstrad. 


LONDON TRADED OPTIONS 


T*E OPTIMISM hi equity futures 
after the recent 1 point cut In UK 
interest rates had all but evapo- 
rated by the close of trading yes-, 
terday. Meanwhile, in traded 
options the rise in the oil price 
boosted activity In BP. 

Futures dealers said the InfflaT 
euphoria after the cut In rates and 
sterling's entry into the exchange 
rate mechanism of the European 
Monetary System had been 
replaced by worries over the ten- 
sion in the Middle East and the 
subsequent rise In oil prices. 

There was also concern that 
(fie sudden rise fn prices on Fri- 
day had Mt some futures traders 
particularly hard. Operators who 
■had sold short were forced to buy 

out pen 
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back at much- higher teveia and 
there was widespread speculation 
that at least one trader had suf- 
fered heavy losses. 

The December FT-SE 100 index 
contract dosed at 2 ^ 00 , down 86 
points on the day and 180 below 
Us Idflh on Monday. The Decem- 
ber contract's premium over the 
cash Index narrowed slightly to 
56 points. Analysts estimate that 
December should be approxi- 
mately 50 points above the spot 
index, reflecting the cost of 
finance and future dividend pay- 
ments. 

In the traded options market, 
turnover tall back from the previ- 
ous session's -Inflated levels. 
Dealing appeared to have lees 

culls ran 

• M Jo » Od Jo <)t 

180 25 3Z 35 3 U 17 

a» 12 18 25 7 22 25 

220 5 9 IB 22 33 38 

nd.8bcslb 300 15 32 40 3 10 14 


■ direction - and business was 
•' evenly divided between calls and 
puts. 

A total of 43,482 contracts, 
changed hands, compared with 
72,060 in the previous session. 
Yesterday's total was divided 
between 22J02 calls, and 21,740 
puts. 

BP options were the busiest 
stock options, trading M72 con- 
tracts, reflecting the rise In oil 
prices. 

In the FT-SE 100 Index options 
activity was weighted towards 
puts. The FT-SE options turned 
over 11,879 tote. Just more than 
half that of the previous session. 
Calls accounted for 4,147 con- 
tracts and puts 7,732. - 
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Why the “new” thinking in M&A 

isn’ t new to us. 


Now that some highly leveraged transactions of the 
last decade are under scrutiny, there has suddenly 
been a call for a “return to the fundamentals” of 
“sound business principles” in M&A and of “rela- 
tionship banking.” At J.R Morgan, however, we have 
no such need to get back to basics. We never left 
them. We will recommend a merger, acquisition, 
sale, or divestiture only when it is based on a sound 
analysis of true debt capacity and complements 
your long-term business strategy in a way that truly 
benefits your shareholders. For in our 150 years of 







experience, we ve 
placing our clients’ interests 
before our own is the best way to 
be successful in the long run. 

For truly objective advice in 

turn to one fir m where 



sound strategic thinking is never 
out of fashion. 



Over half a century ago, J.R Morgan, Jr, said, “The clients* 
belief in the integrity of our advice is our best possession.” 


em 
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JPMorgan 






ILG contract loss will not affect company, says Davies & Newman 

Shares in Dan Air parent fall 130p 

By Paul Abrahams 


UK COMPANY NEWS 


SHARES in Davies & Newman, 
the parent company of Dan 
Air, collapsed yesterday from 
203p to 73p in thin trading. 

At the beginning of the year 


Davies & Newman 


Sham price (pence) 
1000 


they were trading at 775 p. 
Yesterday’s Call followed an 


Yesterday’s Call followed an 
announcement by Interna- 
tional Leisure Group, the pri- 
vate company that owns Inta- 
sun, one of the UK’s leading 
tour operators, that ft would 
not be leasing aircraft from 
Dan Air next summer. 

ILG, chaired by Mr Harry 
Goodman, said it was no longer 
willing to use fuel-inefficient 
aircraft at a time when avia- 
tion fuel prices were climbing. 
It claimed the contract was 
worth about £30m. 

Davies & Newman, which 
operates the second largest 
charter operation in the UK, 
yesterday disputed ILG’s 
announcem ent 

It said the potential deal, 
which would have been for the 
lease of two or three aircraft 
next summer compared with 
six last year, was worth less 
than the figure claimed by 
ILG. 
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and were closely held for the 
most part in family trusts. 

Other shareholders include 
Virgin, the records and retail 
group run by Mr Richard Bran- 
son, which has a 345 stake in 
the company. 

Analysts last night said the 
rise of more than $L5 in oil 
prices had also done little to 
help the Davies & Newman’s 
share price. 

The troubled company has 


Harry Goodman — nn willing 
to use ‘fnel-in^dent’ aircraft 


The company sided that the 
airline had offered ILG Its most 
modern Boeing 737-400 and 
437-300 aircraft 
The loss of the contract 
would not significantly affect 
the company’s performance, 
claimed Davies £ Newman. It 
said it had already placed 80 
per cent of its fleet for next 
summer with leading awH reli- 
able tour operators including 


Thomson, Owners Abroad and 
Airtours. 

ft did not having 

difficulties placing tin* remain- 
der. 

“We are oversubscribed and 
cannot meet demand," thp 
company said. 

Davies & Newman explained 
the fall in the company's stock 

yesterday by panting out that 

the shares were thinly traded 


German side 
limits fall 
at BLP 
to £1.24m 


Gulf Res buys Aviva stake for £8.8m 


By Richard Gourtay 


Reduced pre-tax profits of 
£468,000 compared with £I.7m 
were announced by BLP 
Group, the USM-quoted 
of wood famhiatM and mould- 
ings, for the six months ended 
June 30. 

The result was an improve- 
ment, however, on the second 
half last year when £394,000 
was achieved. 

Mr Malcolm Cohen, chair- 
man, said the profits were 
almos t entirely attributable to 
a very good performance in 
Germany by the Berg group, 
acquired in May 1988. Poor 
market conditions had contin- 
ued In the UK and in the 
US the position was deteriorat- 
ing. 

The interim, dividend is cut 
to 0.25p (1.5p) payable from 
earnings per lOp share of Q-6p 
(4.4p). 

Turnover Improved to 
£30 .29m (£l9.09m). Tax took 
£88,000 (£568,000) and there 
was an extraordinary £253,000 . 
credit. 


GULF RESOURCES and 
Chemical Corp, the New York- 
quoted company, has paid 
£&8m for the 17 per cent stake 
in Aviva Petroleum, the Lon- 
don-quoted independent oil 
company, controlled by the 

family trust of Mr Lawrence 
Hockey-Sweeney, Aviva's 

rhaittnan 

The sale at 19.75p per share 
follows pressure on Ferris 
Investments, Mr Hockey-Swee- 
ney’s family trust, from its 


bankers. Mr Hockey-Sweeney, 
Who will remain ehnirman of 
Aviva, has been granted a one- 
year option by Golf to repur- 
chase half the shares at 29p per 
share. 

Mr Hockey-Sweeney said 
that Gulf, in which the prop- 
erty company Inoco has a 37 
per cent holding, was buying 
the Ferris stake cm the basis of 
Aviva’s ml and gas reserves in 
the Gulf of Mexico. 

The company has proven 


reserves of 80bn cu ft of gas 
and ft 6 m barrels of crude oil 
which together produce the 
equivalent of 2400 barrels per 
day. Speculation ova the prog- 
ress of drilling in Colomhia has 
produced wild swings in the 
Aviva share price, which 
closed yesterday down L5p at a 
low for the year of 154p. 

On Monday, Aviva 
armnim«*d net lasses for the 
first half of 1990 of $828,000 
(profit $297,000). 


S&N offers to buy back Eurobond Issue 


By Simon London 


SCOTTISH & Newcastle, the. 
brewing and leisure group, yes- 
terday announced an to 
buy back its outstanding £S0m 
9 % per cent Eurobond issue, 
which matures in 2008. 

The company will buy the 
bonds back through Warburg 
Securities until the close of 
trading on Friday. Warburg 
will purchase the bonds at 
price at which they yield L5 


per emit over the UK govern- 
ment 9 per cent bond maturing 
in 2008. The price for each 
transaction will be set at the 
time it is agreed to a maximum 
price of 82. 

If the whole of the outstand- 
ing issue is bought in at the 
maximum offer price, S&N will 
spend £41m on the operation. 
Yesterday the bonds were trad- 
ing at 77%, yielding 124 per 


cent or 14 per cent over the 
government bond. 

With Eurobond issues trad- 
ing at a subs tantial disco unt to 
face value, many UK compa- 
nies have c h nBpn to buy back 
their bonds. Last week Moun- 
Ueigh, the property group, 
i mid p an oDen offer to buy back 
SFr95m (£38m) of Swiss bonds 
that were t rading at a large 
discount and a high yield. 


Notice of Redem p tio n 


Suncor Inc. 


TO: The hoJdere of T2X% Debentures, Series “B“, Due 
November 15, 1991 (the “Debentures') of Suncor Inc. (the 
“Company") issued under a Trust Indenture dated June 1, 
1983 as supplemented and amended by a First Supplemental 
Indenture dated November 15, 1984 each made between the 
Company and The Canada Trust Company as supplemented 
and amended by a Supplemental Trust Indenture dated 
January 9, 1989 providing for the resignation and replace- 
ment of The Canada Trust Company by Montreal Trust 
Company of Canada as Trustee (which Trust Indenture, First 
Supplemental Indenture and Supplemental Trust Indenture 
shall herein be coUecdvaiy referred to as “the Trust 
Indenture"). 

NOTICE IS HEREBY GIVEN that, pursuant to the terms of the 
Trust Indenture, the Company will redeem on November 15, 
1990 (the “Redemption Date") all of the outstanding 
Debentures at a redemption price equal to 100% of the 
principal amount thereof together with accrued and unpaid 
interest to November 15, 1990 (the “Redemption Price"). 

Payment of the Redemption Price will be made in lawful 
money of the United States upon presentation and surrender 
of such Debentures together with all unmatured coupons, 
namely those dated November 15, 1991, to any one of the 
Paying Agents listed below. 


Royal Bank of Canada Europe Limited, 
71 Queen Victoria Street, 
London EC4V4DE, England 


OTHER PAYING AGENTS 

R ut (nt acat ato That NOT Bonk (Bofgfum) SA/N.Y. 

Company of New York, RuedeUgnel, 

2 Broadway, 29th Hoot B-1000 Brussels. 

New York, New York 10004, Belgium 

USA. 


The Royal Bank of Canada 
(Suisse). 

6 Rue DWay, 

1204 Geneva, 
Switzerland 


KredfatbankSA 
Luxembourgaotat 
43 Boulevard Royal, 
Luxembourg 


NOTICE IS FURTHER GIVEN that, afl interest on the 
Debentures will cease to accrue from and after the 
Redemption Dam and coupons dated after such date shall 
become null and void. 


Dated at Toronto tills 10th day of October, 1990. 
Suncor Inc. 

By: Montreal Thsst Company <rf Canada, lhxstoe 


WHAT AM I? 


I began with a diary bot am now a collection. 


I will keep you in die pink but ensure you stay in 
the black. 


I appeal to organisers but also to the organised. 


I can travel abroad but keep track of your home 
investments. 


THE ANSWER ? THE FINANCIAL 
TIMES COLLECTION - die only solution to 
business riddles. A portfolio of products for the 
business professional. Publicity pages, 
goldstamping of company logos, and large 
order discounts are amongst the services 
offered. Whether or not you place an order for 
one, or one hundred items - the FT Collection is 
toe logical choice. 


Ring SucHcdgate on 071-799 2002 for a copy 
of your FREE Catalogue. Alternatively, send 
in a business card to toe address below marked 
for toe attention of Sue Holgatc, FT Collection, 
FT Business Information Ltd., 7th Floor, 50-64 
Broadway, London SW1H 0DB. The first stage 
in making a good investment 


FT Bnibgss Tri fomutk m Ltd^ R ega tenff Office: 
Number One. S ou t h w a i k Bridge. London SE1 9HL. 
Registered in England No. 980896 


1990 No. 13, 728 PCS 


IKE HIGH COURT 


M THE HATTER OR 


AN MTENDED APPLICATION TO THE MGH COURT UNDER SECTION 
13 OF THE ASSURANCE COMPARES ACT 1909 AND THE MSURANCE 

ACTS 198940 BY THE DIRECTORS OF BUSH LIFE ASSURANCE pie 


LUXEMBOURG 

A FINANCIAL TIMES SURVEY 
The publication date of this survey has been changed to 

Friday 16 November 1990 

V you require information on advertising or Irish to book 
an advertisement within the survey, please contact 

Ruth Pincombe 
Advertisement Sales Manager 
Financial Times (Benelux) Ltd. 

Rue Ducale 39 Hertogsstraat 
B-100 Brussels 


Tel: (02) 51358.16 
Fax: (02) 511.04.72 


TAKE NOTICE M « la B» I wnBon at aw Uiaaora at 0w MM Irish Ufa AsS«— n c a pie 
(-BJVTJ ■ Mslitiy at Irish me pie {“HOLDCO*) having Rs principal plan tt DuUiwsa In 
Irafsnd at Pish utv Contra, Um*r Abbey Strsai, oubnn i, to rnaha app li cation to nw High 
Court to SftnaOon ttw b a nat s r ol Ow undortaHng at LAC Mudbig afl la property, assets, 
right* and potrars (with tfw aa cc apBew of a cash awn ol ttttSOOOOO? and fla llaMMaa. duOaa 
and abUfladona to hWi Uto Manta ( H — c a) Undtod PNEWCQ-). a whoRy owned suba M- 
iaty of HOLDCO. HOLDCO has acquired In ansas of 9Btt% ol the ttsuod aftara csjflfel ol LAC 
and has Samoa notes inrtar O ooBo o 204 or the C a m, ante s Act 1983 «n raa p oc t of the 
remaining aharaa. 


AND Fwmo TAKE Nonce tost capias at toe scheme (-the Scheme-) whereby ttw old 
mater la to be ePeetod, the Actuaries napm la nUOMt toerato. toe Transfer Agreement, 
the PMfe it p to een a ad to toe Hftfi Court on 3rd Oaotwr 1900 and ns Principal AIHrn m ao n of 
Therm David Kingston wNch n la Inaandod 10 UM on Ow hearing oltfw said Mtlkn are afi 
available ter ltw feapealon m any al w r efadder or podcytioltfer ot ILAC at ttw oWeao Ol EAC at 
Matt Life Centre, Lower Abbey Street, Dublin 1 between ttw haws ol 9J0 dm and SJ00 po. 
ow each woridng day between ttw dote he rant and told llnwe m bar. 19B0 l 


AND TAKE RATHER NOTICE (hat ttw aatd MMkm Is to bn heard by ttw Wgh Court of balnd 
dt 2.00 pA on Sh November. 1890. 


Any person who wtvtwn « bo heard on ttw twaring at too snM PetBon should i*Vd do too 
PfeMono m * SoOdtot*. VHLLIAU FRY. Rtzvriftoa Hoaoe, Wttton Pise*. (htofln S ■ Netted In 


wrung (togndwr win any aOamt «t*3i la to bn rolled on) no later twd 5JM p.m o n 1M 
N o vember. iaaj of ttwir In aa n do n to ap p e ar on too said P s tttt e n and should Indteata to toonu 


-ScOdSors In gadi nodoa whether such paman or parson# aopport or Often* too said PaHon 
and In ttw eve n t of fen oppastag ttw Pafldon Ihetr ^oun* Mr ao dotag. 


Deled this Slh day to October. 1990 


WILLIAM FRY 

S4U*0«* lor Ow Pvttktfiers, 
Ftewtltoa HOuM, 

WBwn Race, 

DubtoiZ 


Scantronic 
shares drop 
after profit 


warning 

By Andrew Hill 


been looking for a partner for a 
number of months. It is 


number of months. It is 
thought that American Air- 
lines and Delta, the US air- 
lines, and All Nippon Airlines 
of Japan have been interested 
in acquiring a stake in Dan 
Air. 

However, there axe questions’ 
about whether the company 
can transfer ownership of Its 
valuable take-off and landing 
slots to a non-UK carrier. 

Davies & Newman made a 
loss of £3-34m last year, against 
a profit of £9 .88m in 1988. It 
recently announced that its 
engineering business, which 
has a turnover of about £50m a 
year, was up for sale. 


Cronite expects 
lower profits 


First Tech 
profits gloom 


By Andrew Bolger 


First Technology, the 
automotive, fire, security and 
safety systems group, yester- 
day warned that it was likely 
to show a substantial profits 
reduction in its curr ent year to 
next April, compared with last 
year. 

The timing of the warning, 
which came only minutes 
before the market dosed, led 

to some flinfrny Tnnr » 

feet makers. 

One securities house marked 
the price down to 180p, bat the 
shares dosed at 280p, up 5p on 
the day. 

Last year the company made 
pre-tax profits of £6.71m on 
turnover of £4L49m. 


NOTICE TO THE HOLDEBS OP 
WARRANTS TO SUBSCRIBE FOB 
SHARES OF COMMON STOCK OF 


FUfl PHOTO FfiJI CO., LTD. 


hsued in eonjanctioa with 
US. $400400400 

3# percent JBonds 
with Warrants doe 1992 


Ptorsoaatto Cooditiop LI of UtoTfcrmasid 


. - . . " g uUw im 

aneh record date. The sobscriptwu price in 
to such adjustment b Yes 
of CmUDOD Stock, STM? 

rriptim price b Yen 
„ per share of common stock. 

3. E&eetiw date 21st Octofaar. 199a 


FUR PHOTO FRMCO^LIDl 

RlcTbe Baokaflbkjo 
TVnfit Company 
aaFitealAond 


Dated: October 10, 1990 
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Lep issues warning to ADT 
not to get too closely involved 


By Andrew Hill 


SCANTRONIC Holdings, the 
manufacturer and distributor 
of security products, yesterday 
warned that pre-tax profits for 
1990-91 would not improve on 
last year's figures. 

The group’s shares fdl 86 
per cent, freon 114p to 73p, and 
shares In Automated Security 
(Holdings), which owns 20 pa* 
cent of Scantronic, also suf- 
fered. The security company’s 
share price slipped 20p to 181p 
in the weak market. 

Spending cuts by local 
authorities, linked to the 
introduction of the community 
charge, led to a first-hall 
slump in sales Of Scantr on ! c*a 
emergency monitoring 
sys t e m s for elderly an ^ infir m 
people. Two important custom- 
ers also reduced stocks firilow- 
ing a change in their trading 
policy and the group lost 
money in August. 

Mr Chris Brookes, Scan- 
troniCs chief executive, said 
fli»t profits b ef ore tax for the 
six months to September 30, 
due to be announced next 
month, would be lower than in 
the equivalent period. Second- 
half profits would be about toe 
MitiA as last y ea r, he hot 
the group would not match the 
oumwi ft made before tax in 
1989-90. Analysts had forecast 
an increase to eem tr> th> cur- 
rent year. 

Mr Brookes said ye st e r d a y : 
“It’s a hiccup which we have 

wwna through »"<l aHriTPtu fffl ■ 

Apart fro m the itiffimiHwi in 
the UK, he added that the com- 
pany had not grown as fast as 
it would have wished in 
Europe and had closed its 

SremdliiOThm awH Italian wales 

offices. 

The group tried to take the 
sting out of the profit warning 
by announcing ft would 
declare an Hri wim dividend of 
0.79p for tiie ffog* half, against 
0.71 5p paid in the equivalent 
period. 

Althou^i Scantronic’s pre- 
tax pro f i t s win he down fear 
the first half, there will be an 
extraordinary gai n cm the «b 
of the group's European 
wholesale distribution activi- 
ties to Gardiner Group. The 
disposal, for up to £llm in 
cash and loan stock, has now 
been completed, reducing 
Scantronic’s gearii ig to about 
35 per emit. 


LEP GROUP, the security and 
distribution company, yester- 
day issued a stem warning to 
ADT to stay at arm's length 
after the cash-rich electronic 
security and vehicle auction 
group, increased its stake from 
2L8 per cent to 273 per cent. 

ADT picked up 7.5m shares 
after a Lep director, Mr BSEl 
Berkley, sold a 5.5 per cent 
holding in the New York mar- 
ket Mr Berkley is cofounder 
of National Guardian Corpora- 
tkm, the Lep subsidiary which 
is one of ADTs principal rivals 
in the DS security market 

The Bermuda-registered 
group has almost doubled its 
stake in Lep in the past week, 
but zetaaed to comment yester- 
day on its intentions. 

The rapid increase fuelled 
speculation that ADT, which 


Haw more than fUm jrf cash 
and liquid securities In its bal- 
ance sheet, might launch a ftm 

hid. . . 

Leo’s shares rose 6p to 173p 
In yesterday’s depressed mar- 
ket At that price the UK com- 
pany, which announced a 21 
per cent increase in Interim 
profits five days ago, Is worth 
about S2372XL 

The Lep statement said there 
was “no scope for Lep to have 
a relationship with ADT other 
Hinw as a pure aim’s length 
investor”. It added: “Netther 
toe friH-fanric nor tiw s tra tegic 
value of [Lap’s] businesses and 
assets has In any way been 
fully reflected in the recent 
prices at which ADT has been 
baying Lep’s shares.” .. . 

Hr John East, Leu's finance 
director, said yesterday that 


ADT had told lap at an eartfer 
stage ti«* it was - “an active 
in vestor bat a passive share- 
holder” in the company. 

"What we are saying now Is 
that they cannot become active 
shareholders - in other words, 
they can’t get closely invotrod ’ 
with the running of tiw com 
pany,” he said. 

Mr East said Lap had real- 
feed that Mr Barider needed to 
sell most of his &2 per cent 
stake to finance agttm eatdty 
injection for ftaeveat Foods, a 
US company of which- he is - 

Mr Berkley acquired the 
shares when Lep completed fog 
National Guardian acquMtiou 
two years ago but, has been 
unable to sdl them until now 
because of ■ standstill agree- 
meat. 



Bfike fonito, left, chief executive of Laura Ashley, with Andrew Hlgginson, finance dfoector 


LAURA ASHLEY, the clothing 
and furnishings retailer, yes- 
terday reported slim pre-tax 
pro fits of £317400 for the 26 
weeks to July 28 against an 
rn i t ^ mw erf in tiw com- 
parable Half 

The company’s sales, winch 
were buoyed up by the inclu- 
sion of tiie US Revman’8 
results, were strongly ahead at 
£17342m (£134J8m). 

Earnings per share came to 
042p (2. (Bp) but the company 
considered it prudent not to 
declare an Interim dividend. 


• COMMENT 


Regrettable though it is for 
L500 of Its employees, Laura 
Ashley ^ to rational- 

ise with a vengeance. The cam-, 
pany has effectively ended its 
ambitions to remain a vertical- 
ly-integrated retailer and will 
now be quite content to source 
its products from, wherever it 
can find the beat prices. The 
pruning of peripheral -busi- 
nesses and the emphasis on 
balance «hwtet management and 
cost reduction will be to the 
company’s long-tom benefit. 
And the fink-up with the Aeon 
Group will bolster Laura Ash- 
ley’s fintewrinl position and 


help hnprove its trading pros- 
pects. Analysts having nothing 
but praise fear all three develop- 
ments, but just wish they had 
happened several years ago. 
For this year it seems unlikely 
that Lanra Ashley will register 
much advance in profits over 

tfw Bn* TraWnwH tt ia a matter 

of same doubt whether it will 
to pay* a 

— providing it can find an 
effective chief e xec u tive, to 
lake tiie business for ward — 
the company will begin to 
recover ground but it looks a 
long and gruefifrtg process. 


The Cronite Group, 
Birmingham-based alloy and 
metals processor, yesterday' 
warned of lower profits. The 
shares fell 6p to 32p on the 
announcement and closed at 
85p. 

My jm Buffer, tTii» chairman, 
said that the group’s metal 
processing subsidiary had 
been affected by the with- 
drawal from the market of its 
largest customer. He added: 
-This, coupled with significant 
costs associated with revitalis- 
ing Abtex and ABC Powder, 
will adversely affect the 
group’s results for the year 
aided September 30, 1990.” 

Mr Buffer ex p ect e d that the 
final dividend would be main- 
tained. 


QS boosts profits by 22% 


QS, the South of England 
based family clothing retailer, 
yesterday reported a 22 per 
cent increase in first half pre- 
tax profits, confounding critics 
who said the March flotation 
on tiie main market was Hl- 

thnpri 

Pre-tax profits rose to £3£lm 
on sales up 19 per cent at 
£2l.ftm, in the six months 
ended July 27. The interim div- 
idend is unchanged at LSlp. 

Mr Wgri Tthhifts, chairman, 
said that as interest rates rose 
people who regard themselves 
as mare s fifa ent increas- 
ingi y turned to OS’s 66 stores 
and away from more up-mar- 
ket retailers. 

The company, which until 
three years again sold second 
hand clothes, says its most 


wjwnaifl p item leaves change 
out of 03. 

Over the period, QS 
increased its sales area by 165 
per cent, mai nly th roug h the 
acquisition of properties with 
long tom leases. Sales in new 
and existing rimes grew 24 per 
cent per square foot. 


• COMMKffT 

The first QS figures since its 
placement last Marc h seem to 

dymflrtn group's 

that despite 15 per cent inter- 
est rate growth, demand for 
cheap children’s women's 
clothing would remain buoy- 
ant As kng as the c ompa n y 
pursues organic growth by 
offering a small product range 
at low margins, its conserva- 
tive accounting policies and 


careful cost control look like a 
winning If- there is a 

weakness it is in bow QS is 
tmhng to prnarid more quickly. 
Although its cash pot £s huge 
for a company with market 
capitalisation of £39m, this 
could easily be eroded by the 
purchase of a handful of free- 
holds. Efforts to grow by 
acquiring stores in new mar- 
kets by raising money through 
new papa could then be ham- 
pered by the Berry family 
which, controls mare than 50 

Eerehtctant to see a dQutiou erf 
its stake. Nevertheless, QS is a 
sound defensive stock in unco- 
tain economic times and 
deserves its 124 times multiple 
an Mwinp estimated for the 
year at £84m or Up a share. 
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tmstkate an offer or imritatim to any ptnom to odnerAffor arpmrtbau my seeurkm fa tbt Company. 
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Introduction to 


The Stock Exchange 


sponsored by 

S.G.Warburg Securities 


Share Capital 


Authorised 

£5,020,000 


Ordinary Shares of 20p each 


Issued and 
folly paid 

£3,685,63320 


Application has been made to the Council at The Stock Exchange for die whole of the 
Cpnywi^i»iied«iire capiat, onagnrfydeakmmtbc United Securities Market ; to be admitted 

to the Official List. 


contract 


Copies of the listing PanksJarrn^ be obtained town the Companies HcheScrrice maintained by 
Hie Stock Exchange, tuna 12*h October 1990 from the Company Announcements Office of The 

%ock Exchange and during usual bqancss hours on any- weekday (Saturdays and Fobtic Holidays 

excepted) up to and inritidiiig 24 tfa October 1490 fronts 


S.G.W«bnig Securities 
1 Finsbury Avenue, 
London EC2M2FA 


JLI Group pk 
Jli House, 
Gnudfoid Street, 


Surrey KT1 6 9ND 


10* October. 199Q 
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Putting steel into international ambitions 

Charles Leadbeater and Peter Brace look at British Steel’s relative failure in Europe 


B ritish steel’s Port 
Tiilbot plant in Sooth 
Wales had a’ visitor 
recently from Volkswagen. For 
a day 1 W .crawled over the 
p lant, infj rrfring Into every 
aspect production.' That 
evening Port Talbot was certi- 
fied as anapproved sup plier to 
Aw German csr m a Dnftctnm 
Volkswagen is not alma in 
approving of British Steel's 
costs andqnality. British 
Steel's exp o rt s to ‘Germany 
have risen by 61 per cent in the 
last year, evidence of its poten- 
tial as Europe’* lowest cost 
producer. 

Bid as yet that po tentia l has 
not been translated into a 
strong position In ca n t hwn i s a 
European steel markets. Last 
year the US took almost 70 per 
cent of its o utput . About 17 per 
cent of production went to 
other EC cou n tries, giving it 
less Oran 5 per cent of the con- 

Hr wntji market 

Briti sh St eel's^ strate gy to 

its HUffliifarta t rf Tig sntA 

sales on the continent 
app e ar ed to-be back on track 
yesterday with a Joint venture 
with Aiistrain. the Spanish 
structural steels maker. The 
deal almost collapsed last 
•month when Aristrain's family 
owners polled oat of a complex 

a r ra ngpwwnt fa which BlgMl 


Sbn4 «wd flw Spmfdi 

bank, .were each to take 40 per 

wmt gtalrog fa'B p gnriiii 

. TfcedeaFs resunec o on has 
s a v e d British Steel from an 
acute embarrassment. But it 
wffl have dona little to dispel 
sana of the doubts over how it 



gr Robert Schoitcy, chairman of British Steel 


will realise its international 
ambitions. 

After earning record profits 
from booming markets in 
recent years, British Steel has 
x substantial pot to fimd acqui- 
sitions. However expanding 
internationally win require a 
s har p change of gear for Brit- 
ish Steel. Its tr ansf or m ation 
into one of the most profitable 
steel companies in the world 
has been birilt on the deter- 
mined q{ J fo UK. 

production base. Its future 
expansion will require a 
dear er sense of strategy and a 

to CTW t tatematlooal oppcr- 


. The rest of Europe is not 
standing stilL Coekerill 

S ^ m l tr p of Halgtnm Arbed 

of . Luxembourg recently 
announced talks to merge their 
flat products divisions, a move 
which almost certainly will 
eventually reduce their costs. 

More ominously for Rritfah 
Steel, Ufimor-Sacllor, the 


French state-owned group and 
its main Eur opean c o m pet it or, 
is becoming increasingly cen- 
tral to the s tru c t u re of the 
European industry. It has a 
stronger position in Germany. 
th ro u gh ns acquisition cff Saar* 
stahl. rtww British Steel, which 
recently g nnii » w f tiw* TTOisdoif 
division m^Mdooer-Werke, 
which is considered the out- 
sider ctf the German industry. 

Tii the riyoitb Usinor-Sa- 
cflor opened a hot strip-rolling 
mill In Turkey, in a Joint ven- 
ture with Bva, the Italian state- 
owned producer. 

But most significantly the 
French group announced plans 
last week for a joint venture 
with Arbed to manufacture 
and market long products, 
such as stru c tu ral steel s for 
thft c on struction industry* 

This dwarfs British Steel's 
recent deals in Spain and Ger- 
many. 

The Usinor-Sadlor/Arbed 
joint venture would produce 
% famtigg against British 


Steel’s L7m times. 

The venture is d esigned to 
head Off British Rtrpl . which 
has targeted structural steel as 
the product which will bod its 
European expansion. 

UstoorSacflor already domi- 
nates in other areas such as 
stainless steel The steel tube 
market is suffering from excess 
production capacity and in 
other areas such as flat prod- 
ucts British Steel is highly effi- 
cient but not predominant. 

Structural steel is central to 
British Steel’s strategy. 

The web of cross-border 
deals involving its competitors 
is not tiy only problem B ritish 
Steel faces. There are two oth- 
ers: one financial and tlte other 
political 

The flrunv-tol <ggrn» is that 88 
the steel market softens, so 
steel producers will come 
under financial pressure, th e 
price of steel-making assets 
should there «n«wid be 

more opportunities far acquisi- 
tions. But the softening market 
will «i«* nuke it for 

even British Steel to make 
much money from ol flor conti- 
nental plant* fa nfwj of invest- 
ment. 

The political problems are 
more intractable. With weaker 
markets, many European steel 
companies are facing a return 
to losses. 

To the weaker companies 
which are yet to pick them- 
selves up from the crisis of the 
last decade. British Steel 
appears as a fierce co m petitor 
hungry pre da tor, which, if 
unrestndned, will force tham 
to accelerate restructuring. 

The Spanish government's 
reaction to the Aristzain deal 
shows that steel stfll has a spe- 
cial political status. Its concern 
is that the industry is in a 
state of fiux and is still not 
ready to deal with British 
Steel’s arrival 


Spain began restructuring its 
industry much later tfam its 
Mg European Community part- 
ners. Ensidesa, the leading 
state-owned group, which has 
spent Pta30bn renovating oM 
plant and shewing 6JOQ0 of the 
21,000 workers it employed in 
1986, has warned it may end 
1990 in the red, after ™Mwg 
its first profit of the 1960s last 
year. 

„ This year AHV, which also 
lost heavily in the 1960s, is at 
best expecting to Just repeat its 
1969 operating profit of Stttn. 
An experiment to bring 
together five small companies 
to form Acenor stiH in 
the balance. 


The Spanish government is 
also trying to find ways to 
improve cooperation between 
Ensidesa and AHV. Although 
the state only has a minority 
stake in AHV, which is pub- 
licly quoted, the nfWnt»i 
de Credito Industrial, has 
enough convertible debt out- 
standing in AHV to fa*"* 2UI1 
con trol. 

A measure of the alarm 
which British Steel's arrival 
has spread through the Span- 
ish industry is the reaction of 
the much stronger German 
Industry to twnw»rfng import s 
from the UK. Ur Buprecht 
Vondran, the German steel 

industry aganrioHnw pi ml itoifj 

warned the industry to be 
watchful of the threat from the 
“British giant”. 

British Steel may be a giant 
ft has yet to prov e it wffl not 
be a muscle-bound giant 
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Goodman examiner asks for more time 
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By Ktoran Cookie In Dublin 

A NEW chapter In the saga of 
Goodman International, 
Europe's higgBst beef processor 
and exporter, opens today as 
the examiner appointed by the 
DuhBn Tfig h Court applies for 
more rime to unravel riie 
group’s fVnanrial affairs. 

Goodman International has 
debts ; of more jthan £E450m to 
90 banka and is .under the pro- 
tection of the Irish courts until 
the end of the year. 

Mr Peter Fitzpatrick, the 
examiner, ~-was to have' pres- 
ented report-assessing- the . 

i nability of Goodman Interna- 
tional to the comt-today.^He 
will argue that much of his 
time has been taken up with 
gaining agreement from the 
banks far I£S5m af farther 
emerge n cy fending to order to 

ensure the continuance of 
Goodman. fnter»u»H«»Mi1' « COTB 
cattle slaughtering and pro- 
cessing during the peak "kfll- 
ing season”. 


Bfr Fitzpatrick will also paint 
out that Goodman Interna- 
tional bad delayed presenting 
accounts of more than SO com- 
panies now under the court's 
c ontro l. Mr Fitzpatrick bag 
already been granted one 
extension of 21 days for his 
report 

Goodman's creditors are 
becoming anxious about the 
present state of affairs. This 
week Westdentsche Landes- 

hanlr (fpriwnd) pinri jantria. 

sfon from - the ■ Dublin High 
• Court to-start-proceBdirigsaftpr • 
the submission of the exam- 
.ineris report to recover funds 
loaned to Goodman 

Thte is tiie first dear sign 
that banks involved with Good- 
man — so far tn mrison 
- are now fighting for control 
of funds to mee t at least some 
of their outstanding loans. 

Tr> an affidavit read to tb« 
Court, WUL said that it had 
faanifi Goodman international 


Sodete enrwesfissement a capital variable 

Registered Officer Luxembourg. 14 ruo AJcttngen 
■•■■■■ Commercfcd Itetfsten Luxembourg Section B 31.888 
NOTICE OF THE ANNUAL GENERAL MEETING OF 

SHAREHOLDERS . 

the Annual General Meeting of SharehokJea of MEXICAN 
tNVESTMENTGOMPANY.SCAV.wffl beheld at Its restored 
office rt Luxembourg. 14 lueAlctingen. on October 18th. 1990 at 
1 1 jOO a jh. forlhe purpose of coriddering and voting upon the 
tofcMring matlms: 

L Totwraidaccsrt . 

oDUemanaeanatapertofteitaclM 

byihmmfxxtatSmauMar. 

2 . ToappwMe l he si alMronfofc—bqndleMBh i cri d rtglBmenfof 
o pew B onslgrltieyca.encledJwieaun. 19 WL 

3. IbdKticsaenectroctonondfhecajdHbrwftiieqoecfoflhek 
pertamace of duHeicUnalhe year ended June aoti.19WL 

4. To ctecftie caoctogtowive untttho nartrewudgeneKSineeanB 
ofXnmheidan. 

5. To elect the eudfarteiwveuia tie reKtamwSgHnBKXm ee ttTgof 


6. Any other burinee 

Thajharehofdera are acMsed that no quanrn for the tfafutory 

general meellngb required and that decWonswB be token at 
themeioritycfihediarespreaertornBpresertfedctfne meeting. 

The Board of Directors- 
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OFFICE HEADQUARTERS 
5,800 sq ft 

long lease for sale 


L. Browning 
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ACCOUNTANCY IN 1991 

• Its future, the predicts; the services NOW at the 
9th Accountants* Exhibition, Barbican Exhibition 
Centre, O ctober 9th- Nth 1990. 

lla.W> K»> XK»»ni730pn»Tlwr- »Mi 

The only annual exhbftlonservdng the profession. 
For furtiiier details telephone Sandra Healy on 
08I-749953S. 


I£S1.4m fbr “working capital 
seeds”. WUL accuses Good- 
man International of acting 
unlawfully by breaching the 
terms of its loan facility in 
using part of that loan for 
other purposes. 

WUL says Goodman Interna- 
tional bail re ww» to 8 
£90m loan agreement with a 
syndicate led by Basque 
Natfanale'de Paris. That facil- 
ity was used by Goodman 
International to pcrchase £99m 
worth of shares in Berisford 
-Tntentafinngi tiie UK commod- 
ities, sugar and property can* 

glomerate. . 

WUL says that under the 
terms of its loan with BNP, 
Goodman International was 
obliged, in the event of a drop 
in share price, to provide alter- 
native cash security. 

Contrary to the terms of the 
WUL loan agreement, Good- 
man Intor-natlonal used FI 9m 

of the WUL loan to meet its 


obligations to BNP. WUL says 
that BNP “knew or ought to 
have known” that such funds 
could not have come from 
Goodman International and 
that they were for other “spe- 
cific purposes.” 

WUL says that, given the 
“parlous state” of Goodman 
Tn tm-national , the gala of Good- 
man’s 13 per cen t sta ke in 
Beri sford “may be imminent". 
WUL says that Goodman has 
lodged £63m with BNP to meet 
its loan obligations to the 
French.bank fax regard to Bcrto- 
fbed. 

WUL says that if the Beris- 
ford shares are sold, then BNP 
win w«a these tends — includ- 
ing the WUL £l2m - to help 
repay the syndicate of banks 
involved in the £90m loan. 

“If and when this occurs, the 
ability of WUL to trace £12m 
will be greatly reduced and 
made almost impossible”, it 

mmpfafapfl 


Correa - 

Current Date of ponding 
payment payment dividend 


Alex and er Wortor-Jnt 1J 

Asbtey (Laura) .frrt nil 

BLP Group S int 0-2S 

Cremphom § fln 1-44t4 Nov 23 1.15 1A4 1583 

HIV Group Int 1 JS Nov 30 15 - 7.5« 

Lotxloo/M’chester — int 4.178 Nov 19 3.795 - 12.09 

NB CanacBan Inv — int 3£ Nov 12 3 >9 

08 Int 1.31 Dec 4 - 

Savega Group S —fin 0.5 Dec 12 2 2 15 

SAU Store* int 2 Nov 23 1.5 - 6 

Waflcar Greeobank _ int 1A Nov 23 1 - 2.759 


Total Total 
for last 
year year 


4.7 

0l8S 

2 

194 1583 

75» 
12.09 
9 


Dividends shown pence per share net except where otherwise stated. 
•Equivalent after allowing for scrip Issue. tOn capital Increased by 
rights and/or acquisition Issues. SU8M s tock. ftFor 15 months to 
December 31 1989. ♦For 53 weeks. 
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The Financial Times proposes to publish this 

survey on: 

28th November 1990 

For a full editorial synopsis and advertisement 
details, please contact; 

Jonathan Wallis 
on 071-873 3565 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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Interest and 
redundancies 
cut Savage 
to £51,000 

By Jane Fuller 

SAVAGE GROUP, the 
tJSM-quoted hardware supplier 
built up with the help of a 

drlny OS m^pliiWnnn, imwin to 

pretax profit of Just £51,000 in 
the year to June 30, compared 
with £7.29m the previous year. 

After taxation of £752,000 
the loss per share was 4Ap 
compared with earnings of 
9.1p. The final proposed divi- 
dend Is being cut to OJSp, mak- 
ing a total of 2p (3JSp). 

Although turnover advanced 
by 8 per cent to £120Am, Mr 
David Stephens, finance direc- 
tor, said that Uke-for-llk e vo l- 
ume was down by 7 per c e n t. 

Operating profit W sharply 
to £5. 74m (£9.66m) and this 
was knocked back further by 
£Z.3m In r edu ndanc y and 
other exceptional costs. About 
200 jobs bad been cat over IS 
months, leaving a total work- 
force of 2^00, be said. 

The remaining £4A2m profit 
barely covered interest of 
£437m (£&38m). “Borrowings 
were run up in 198849 when 
we did several acquisitions for 
cash.” Debt had been slightly 
reduced by June tills year to 
£2&Hm, giving gearing of 98 
per iwit 

In the UK, which a c cou n ts 
fin: 41 per cent of sales, the 
business with wholesalers and 
the DIY retail chains was hit 
by destocking, as demand was 
undermined by the lack of 
house moves and the general 
economic squeeze. 

France, contributing 36 per 
emit of turnover, had also bean 
a disappointment. Apart from 
falling sales, local employment 
conditions had made cost-cut- 
ting a slow process. 

Problems in the Benelux 
p ^ m itr iev toad led. to manage* 
n tfwt changes and there bad 
also been disruption after a 
warehouse move. The smarter 
West German business had 
seen growth in market share. 

Mr Stephens Bald the gr o up 
management had not f ore se en 
tfiat volumes would continue 
to toil as they 


Savage boasts that it has 
increased turnover thirteen- 
fold since 1986, when it Joined 
the USBL It is also worth not- 
ing that the pretax profit that 
year was film-pins and the 
margin a respectable 10 per 
emit Since then, it first took 
advantage of a high share 
price, which reached 327p, to 
issue paper to make acquisi- 
tions and then continued its 
pursuit by running op debt. 
Thankfully the buying spree 
stopped before 1968-89, but the 
subsequent attempts to ration- 
alise the business look Uke too 
little, too late. The company 
has reported an improvement 
in sales volumes in the first 
quarter of the current year. 
The sanguine view is that this, 
coupled with benefits of cost- 
cutting and better profits from 
the Continent, will bring in a 
pre-tax profit of up to £&8m 
this year. A more conservative 
estimate Is £3m and the pro- 
spective mnltiple ranges from 
8 to 10. Risks remain, particu- 
larly bearing in mind the high 
debt level 
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of the 

Madrid StockExchange. 
^ In one new 
active management 
group. 
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bSpnrfki 


it-pdwttudot Iwlnilriil company 
Pocmed on Jime 22 nd, it bay t og ethe r afl of 


the mdnstznl 


of Bmmo, ooc of Spain’* 


H>c rignHkan o e of the new c o mpan y may be 
by the siae ,| M i im i».i»i» of wttrmr holtfiogt. 

TniW«l t Tj Ihfrtft ii — 

for over 15 % of the Madrid Stock Exchange, rod 
1 % of the entire Spinifti xodnatrial r re mt e tmy L 
With core ho l tflnp m fifbeca major Spoahh 
cocpocadooK and fameotmciite in more than 100 other 
campaznes, it oho c oren pr ac tically every area of 
Sjpriofe commercial and indnatrial activity. 

Oar aim is doc merel y to in v es t m these 
but CO IHCPfM - 

, p%^w^ aw t v^ Sr Ji »wwiw*i lO tdf BMagBB * >- 

the more of the ir p o tentia l. 

In effect, la GoeporaddaBaneeeoh an a c drel y 
managed sBee of Spain. 

Its inflnrnrn w 31 be Sdt way beyond Spam 


Tn faf w wrgi ng nntfl wl ftmy, B mA w 

And n wai l die worid. 



La Corporacidn 
Banesto 

The driving force 
in Spain is note an active 
force in Europe. 
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UK COMPANY NEWS 


THESHH^W8BlJRYAWmiMl EW E^CCHVtPANY;XJMrm> 
NOTICE IS HEREBY GIVEN that a meeting of die bokfcn of 

the 4 per cent Irredeemable Firel Mortgage Debenture Stock of 

the above-named Company constituted by an Indenture dated 
5 March 1898 between (1) the Company (then and therein 
called The Shropshire Brewery Company, Limited) and 
(2) Sir William Bower Forwood and Sir David Raddiffe (as 
modified by divers instruments supplemental thereto) will be 
held at the offices of J. Henry Schroder Wagg &. Co. Limited at 
120 Cheapside. London EC2 on 23 October 1990 at 1 1.15 « *n 
for the purpose of considering and, if thought fit, passing the 
following Resolution which will be proposed as an 
Extraordinary Resolution; — 


Royal Ins helps Japanese 
insurer strengthen UK base 


EXTRAORDINARY RESOLUTION 


THAT:- 


(a) this meeting of the holders of the 4 per cent. Irredeemable 
First Mortgage Debenture Stock (“the Stock") of 
The Shrewsbury St Won Brewery Company, TJmitgA 
(“the Company”) constituted by an Indenture Aitwt 
5 March 1898 between (1) the Company and 
(2) Sir William Bower Forwood and Sir David Raddifle 
(as modified by divas instruments supplemental thereto) 
(“the Instrument”) hereby sanctions the proposals 
contained in a letter dated 9 October 1990 from the 
Chairman of the Company to the hokters of the Slock and, 
in accordance therewith, the redemption on or before 
31 December 1990 of the whole of the outstanding Stock 
at £110 per £100 nominal of the Stock together with 
accrued interest thereon ca lcu la t ed op to and including 
the date of the redemption; 

(b) the rights ofibc holders of the Stock against the Company 
be and they are hereby modified and compromised as far 
as may be necessary to give effect to sub-paragraph (a) of 
this Resolution whether such rights arise under the 
provisions of the Instrument or otherwise howsoever; 

(c) upon payment by the Company of the redemption moneys 
and accrued interest pursuant to and in accordance with 
sub-paragraph (a) of this Resolution, the Company be 
released and discharged from aQ or any further liabilities, 
restrictions, covenants and obligations of whatsoever 
nature under the terms of the Instrument or in respect of 
the Stock; and 

(d) this meeting sanctions any modification or compromise of 
the rights of the holders of the Stock and of the provisions 
of the Instrument involved in or necessary to give effect to 
the proposals set out in the said letter and to give effect to 
this Resolution. 

BY ORDER OF THE BOARD 
D.B. Jack 
Secretary 
9 October 1990 

REGISTERED OFFICE: 

P O Box No 2 

Wilderspool House 

Warrington 

WA4 6RH 


NOTE: 

A Stockholder entitled to vote at the above meeting is entitled to 
appoint a proxy to attend and vote in his place. To be valid, the 
Form of Proxy must be delivered to the Company Secretary, 
The Shrewsbury St Wem -Brewery Company, 

P O Box No 2, Wiklerspool House, Warrington WA4 6RH, 
before the time appointed fix- holding the meeti ng . No person 
may be appointed a proxy who ia not a Stockhol der or Trustee of 
the Stock. 


By Richard Lapper 

ROYAL INSURANCE is 
forming; a Joint venture with 
Nissan Fire and MgHnp Insur- 
ance Co, one of Japan's ten 
largest non-life insurance com- 
panies. The venture, Nissan 
Insurance Co E u rope, will be 
capitalis ed at p g-Sm, with tire 
Japanese partner taking a 75 
per cent stake. 

The move involves the 
np grarfmg of Nissan's embry- 
onic operations in London, 
using Royal’s network of sales 
a nd claims staff to serve the 
needs of Japanese multina- 
tional clients, such as 
Nissan's own manufacturing 

fypffrT ^ifm g and Hitanlif, frl 

UK. 

The new venture is in hue 
with Royal’s strategy of devel- 
oping its basin ess in the 
Fl&cific rim and could have pos- 
itive spin-off elsewhere, said 
Mr Roy Randall, head of corpo- 
rate affair s. 

The two companies have 
worked together cm various 


projects since 1975, with Royal 
servicing Nissan clients in a 
number of countries. 

Royal nas siw >md connec- 
tions with Dowa Fire and 
Maxine Insurance, a sli ghtly 
smaller Japanese company, 
since 1973. 

Earlier this year Royal 
helped Dowa establish an office 
in New York. 

"Our strategy in the Pacific 

rim area is to get alongside key 

players and help th^m where 
we can,” Ur Randall said, 
adding that the relationship 
ctmld also help the Liverpool- 
based company win new busi- 
ness in Europe, as Japanese 
manufacturing companies 
increase their investments 
these. 

Links with Dowa helped 
Royal obtain a licence to write 
business hi Japan in 1974, 
but winning market share ban 
proved difficult. Royal wrote 
only 0.03 per cent of nan-life 
insurance premiums sold in 


1989. Even so it remains the 
third biggest, and the largest 
non-US, insurer licensed to do 
business there. 

Although Nissan Fire and 
Marin e insurance's investment 
Is relatively wim other 
recent deals involving Taisho 
Marine and fire and Sun Alli- 
ance and Tokyo Marine and 
Fire Insurance and Commer- 
cial Union, it signals 
long-term Japanese interest in 
both the UK and European 
markets. 

Tokyo Marine and Fire took 
a 2JS per cent stake in Commer- 
cial Union in April this year. 
Taisho Marine and Sun Alli- 
ance signed a co-operation 
agreement last December. 

According to Mr Ch™ Foun- 
tain, analyst with Morgan 
Stanley: "This is part of a 
trend whereby Japanese com- 

nanlwi are ■ritW nn MufarHiw 

posts ofterTwith companies 
with which they have had 
dose links in the past.” 


Exchequer Levy rise hits HTV 


By Clare Pearson 

RISING COSTS. static 
advertising revenue and an 
Increase in the Exchequer 
Levy payment all he lped to cut 
pre-tax profits at HTV, the 
franchise holder for Wales and 
tile west of England, to £4 An 
in the six wnnihs to end-June. 

The company, which has 
changed its year-end from July 
31 to December 31, made £4Bm 
in the six months to July 31 
1989. 

At the operating level, televi- 
sion activities made profits of 
£L98m (£9 .51m) while those of 
Hw much amaJlar commercial 
division edged higher to 
£885,000 (£698,000). 

Sir Melvyn Rosser, chair- 
man, said: “Despite severe 
reductions in staff numbers 
and internal costs, we have 
had to face television produc- 
tion costs that have risen in 
Sue with inflation, no growth 
in net advertising revenue «nd 
a change in the basis of calcu- 
lating Exchequer Levy that baa 
resulted in an Increased tax 
burden.” 

If the Exchequer Levy had 
been applied on the previous 
year’s basis, it would have 
been £2m lower at £L3m. 


This announcement appears as a matter of record only 


HPI Netherlands, Ltd. 

a 100% subsidiary of 

Hunt Petroleum Corporation 


NLG 100,000,000 

Project Loan 

arranged by 

Bank Mees & Hope nv 


funds provided by 

Bank Mees & Hope nv 

RABOBANK NEDERLAND 
NMB BANK 


agent bank 


Bank Mees & Hope nv 


September, 1990 


AMERICAN BRANDS, INC 
U.S. $2004)00,000 
$%% Coorertlbte Debentures 
Dm 2003 

In accordance with Section 13(e) 
of the Fiscal Agency Agreement 
between American Brands, Inc. 

g ie “Company") and Morgan 
uaraniy Trust Company of 
New York. Fiscal Agent and 
Conversion Agent, the Com- 
pany hereby gives notice that u 
a roott of the two-foiMme split 
of the Company’s Common 
stock,_jwr value S3.123 per 

share ("Common Stock”), in the 
form of a stock dividend of one 
■hare of Common Stock for 
each issued share of Common 
Stock (mdndiag each treasury 
share), payable to holders of 
record of Common Slock on the 
dose of business on October 9, 
1990, the Conversion Price (as 
defined in such Fiscal Agency 
A g reeme n t) of the abovMefer- 
enced debentures has been 
adjusted from SS8.00 per share 
of Common Stock to S29.00 pa- 
share of t" 1 ^ 1 

AMERICAN BRANDS, INC 
October 10, 1990 


AMERICAN BRANDS, INC. 

U.S. S200^KMMW0 
5%% Conratflrfc Ddxntarcs 
Dm 200S 

In accordance with Section 13(e) 
of the Fiscal Agency Agreement 
between American Brands, Inc. 
(the “Company”) and Citibank, 
NA, Fiscal Agent and Conver- 
sion Agent, the Company 
hereby jjxve* notice that as a 
result of the two-for-ono spfit of 
its Common Stock, par value 
S3.125 per share (“Common 
Stock"), in the form of a stock 
dividend of one share of Com- 
mon Stock for each issued sb are 
of Common Stock (including 
each treasury share), payable to 
holders of record of Common 
Stock on the dose of business 
on October 9, 1990, the Coixver- 
rioo Price (as defined in such 
Fiscal Agency Agreement) of 
the above-referenced deben t u re s 
has been adjusted from 379-00 
per dune of Common Stock to 
S39 JO per share of such stock. 

AMERICAN BRANDS, INC 
October 10, 1990 


FVTTTTTSnTl 


BRANDS, INC 
UJS. $400,000,000 
7 3/4% Convertible 
Debentures Due 2002 
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The interim dividend is 
being held at LSp. Earnings 
per share fell from 4.29p to 
&89p. 

Total sales for the television 
division amo un ted to £70-03m 
(£83.03m). Within this, adver- 
tising revenue was about static 
at £49.98m (£49.02m). HTVs 
share of total revenue fin: the 
industry held constant at &2 
per cent Turnover foam pro- 
gramme sales was down across 
the board, although there was 
a particularly sharp slump in 
overseas sales. 

Activities of the commercial 
division provided an extra 
£12.fl3m of sales. Than was a 
1686,000 profit from the sale of 

land on tfw company’s wwiw 

studio site outside Cardiff, 
where a four-star hotel is to be 
constructed. Reflecting the 
acquisition of CCA Publica- 
tions in March last year, art 
trading put in ssIbb of 210.45m 
(£&53m). 

The company’s net interest 
position turned around from 
£377,000 receivable to £L32m 
payable. 

• COMMENT 

These figures, which look even 


less inspiring when you take 
into account that the 1989 
result was depressed by a 
gfi.lm exceptional debit, fell 
short of analysts’ expectations 
of around gsm or so pretax. 
True, the outcome owed some- 
thing to the timi ng of pro- 
gramme sales and HTV may 

ririw credit for nurinbiini'ng its 
wham nf national fl rivpr Hwtng — 

though, owing to its geo- 
graphic location, revenues 
never have spiralled ahead in 
bullish economic conditions. 
The second half win probably 
be not much better than the 
first, with tiie antnmn season 
expected to be flat in advertis- 
ing revenue terms. So full-year 
pre-tax profits may be as low 
as £10m giving a prospective p/ 
e of about 8.5. That is not 
demanding; nor Is it terribly 
relevant in the context of the 
looming bidding contest for the 
nv franchises - the current 
ones, which expire at the end 
of 1992, come up for renewal 
next spring. Ther e is a general 
feeling HTVs position is 
going to he averagely safe, but 
it is hard to say what competi- 
tors may loam out of the Welsh 
mists. 


NEWS DIGEST 


Cramphom 
34% ahead 
to £1.34m 

CRAMPHORN, the 
USM-quoted garden centre 
o perat or, lifted pre-tax profits 
34 per cent to glJMm in the 53 
weeks to July 7 1990. That com- 
pared with £lm in the 52 weeks 
to July 1 1989 and the forecast 
of not less than £L8m at the 
time of the rights issue in 
ApriL 

Mr Gerald Smith, chairman, 
said that the garden centre 
business had continued to 
show resilience to the general 
slow-down in the economy. 
The increase in operating prof- 
its — from fl .«m t0 ■ frTJWH 1 ~ 
was partly attributable, he 
said, to the opening of two new 
centres in the spring and tire 
accraisitian af a third. 

The fall in turn ove r - to 
£14. 92m (£16.14m) - was 
accounted for by the closure of 
the w holes a le division, in line 
with the company's strategy of 
focusing on garden centres. 

Earnings per I2.5p share 
improved to 7_llp (5i8p) and 
the directors have recom- 
mended a final dividend of 
I.44p to make L92p (1.563p 
adjusted). 

S&U Stores 56% 
higher at £1.68m 

S&U Stores, the consumer 
credit, TV re n tal and hosiery 
mwTiiirfliitumi- returned profits 


Alexandra 
Workwear 
up 11% and 
sheds jobs 

By Jana Rdler 

ALEXANDRA Workwear, 
maker and distributor Of W Offc 
clothes, increased interim pre- 
tax profit by 11 per cen t to 
£4.1m, but also announced 
that it had shed 200 jobs after 

tMrtalHny raw Hanrflfn g reprtp. 

ment at its warehouses. 

The £655,000 cost of the 
redundancies (accounting for 
70 pea: cant of the warehouse 
workforce) and domra of the 
<M Bristol site, now replaced 
by six more specialised units, 
was included In the figures as 
extraor dinar y item. 

The investment had totalled 
about «rtfl Mr Julian 

Bndd, finance director. "We 
have substituted interest pay- 
ments for heads.** 

Interest costs more titan tre- 
bled to £998,000 (£320,000) and 
gearing rose foam 40 per cent 
at the year-end to 70 per cent, 
although he said that was 
partly because borrowings 
tended to run at a higher level 
in the first half. 

The £4.1m taxable profit for 
the 28 weeks to August 18 
compared with £3-7st for the 
corresponding 1989 period. 
Turnover increased by 18 per 
cent to £35J5m (£3LQ2m). 

Mr John Prior, chairman 
and chief executive, said that 
<irapH» the mace jhwhiH eco- 
nomic conditions, mar- 
gins had improved. Profit at 
that level grew by 27 per cent 
to £5.0Brn <£4 2m). 

The gro u p, which manufac- 
tures in Scotland and also has 
some retail outlets, served 
180,000 customers in the first 
half- Its French and Dutch 
ope r a ti on s account ed far 6 pec 

i-«nt of Hid, 

Mr Prior estimated flint the 


of £L68m pre-tax for the half 
year ended July SL 

The 56 per cent im provement 
on last time’s £L07m was 
scored from a turnover £SL47m 
hi gh «r at £2&95m. The Interim 
dividend Is being raised from 
LSp to 2p onthebackaf &392p 
rise in basic earnings to lOJSBp 
per I2£p share. 

Mr Derek Coombs, chairman, 
said the rate of growth had 
slightly moderated since July 
but was still continuing at an 
acceptable leveL 

NMW Comp rises 
fourfold to £0.2m 

NMW Computers, which pro- 
vides both computer account- 
ing services and systems to 
organisations within the secu- 
rities industry and general 
facilities management services, 
increased -pre-tax profits to 
WOjm In the first half of 3990. 

This result - up from 
£48,000 last time - was struck 
on turnover' down at £4.42m 
(£4. 66m). Earnings worked 
through at 0.6p (cap). 

The company said ****** the 
diversification into facilities 
management was gathering 
Tnnrnpntnnn oppo rtunities 
in the derivatives market 
would be pursued. However 
the securities industry had 
experienced prolonged prob- 
lems. These were reflected in 
the c u rr en t market canitalisa* 
tion which stood below the 
value in the balance sheet 

The company said that 
unless levels of activity 
Improved, maintaining profits 
would be mare difficult. 



John Ma x: holds 30% of UK 
workwear market 


the UK workwear market. 
Same custom had been gained 
through smaller rivals going 
bust and since Bodycote Inter- 
natio nal h ad st arted to with- 
draw from the sector. 

Earnings per share rose to 
8J4» (7Jlp). The interim divi- 
dend is L8p (L6pL 


In the five years after it joined 
the main market hi early 1985, 
Alexandra showed compound 
earnings growth of 28 per cent 
a year. While the pace has 
slowed this year because of 
canstratote on UK demand and 
a bulge in capital spending, 
tiie improvement In trading 
itiHTghra shows that the am- 
nany’s pr emiu m rating is justi- 
fied. The only quibble with 
tfaeae fi gures might be that the' 
redundancy costs ware taken 
below the Hn»- Although the 
scate of the reorganisation, was 
extraordinary, the manage- 
ment is, rightly, not tiie sort to 
shy a way from other moves to 
1 ih|h«ibh pmArwib h, efficiency. 

The b e nefits of its semi-auto- 
mated garment handling sys- 
tem will show through in 
years to mwa ami the related 
borrowings should already be 
down by tiie year end. A fidl- 
year forecast of £8m gives a 
prospective p/e of a little more 
than 12 on yesterday’s dose of 
197p, which is fair value. In a 
fairly tight market, it could be 
one for tiie private client 


Wallcoverings pusn 
Walker Greenbank 
24% higher to £4in 


By Andrew HU 

WALKER Greenback's 
d«iaton to concentrate on its 

i ggltm ’o wHn gs hnwinftM he l p ed 

push up first-half profits by M 
per cent, from 027to to £i05m 
before tax, and the erstwhile 
mini- conglomerate is now 
poised to expand through 
acquisition. 

Mr Charles Wightman, 
Walker's chief executive, said 
yesterday: "The acquisitions 
we are looking at are strategic: 
they are in a market se ctor a nd 
a bu s iness that we und erstand 
very well [wallcovering manu- 
facturing and distribution] and 
they will all generate substan- 
tial additional organic profits 
under our management.” 

Walker was bit by loss es jit 
Its Allcar International shopfit- 
Hng subsidiary in 1988 and has 
sold 13 of its 16 non-core sub- 
sidiaries atone last September. 
Alkar is one of five businesses 
which it h ue sold since the end 
of the half year on August 4. 

The disposal programme 
reduced Walker's turnover 
from ^. an to S42JSm in the 
period, and operating profits 
from £4j62m to £3JKttn- How- 
ever, the disposal programme 
and rei w b flow from the wall- 


wipe out borrowings which 
were £25m Just over a year ago, 
leaving the group with £6m of 
eaah, and £123,000 of interest 
receivable, compared with an 
interest charge of £L49m in the 
first half of 198990. 

Earnings per share rose from 
2.43p to 3blp and the group 


^MiPwightman said Walker 
would be happy to borrow up 
to about £Sm to finance acqui- 
sitions in the UK «nd continen- 
tal Europe, but he added that 
the group was considering buy- 
ing one t a rget - a medium- 


sized British wallcoverings 
num n fa i ! tin- ar — with a combi- 
nation of cash and new 
shares. - - . 

Walker said market cona- 
tions wars difficult and proba- 
bly would not be eased by tin 
one point drop In Interest rates 
announced last Friday. 

The group is not dependant 
ou the health of toe UK hous- 
ing sector because -some SO pa 
cent of Its wallcoverings busi- 
ness is generated In the com- 
mercial contract market. 

However, Mr Wightman said 
the group was well-placed to 
take advantage of any Improve- 
ment in the economic climate. 
*1 don’t «dnfc there is any com- 
pany in this sector that win 
publish results as good as 
tiris,” he »drigd. . 

• COMM over 

Walker’s strategy of dimming 
down to cave businesses seems 
to be wor k i ng; but it will take 
some time for shareholders to 
see the benefits of the diet 
come through to. the share 
price. The wallcoverings -bust 
ness tBd push up profits to the 
first half - from £3. 78m to 
£3£6m - but the market, as 
Mr Wightman himself admits, 
is not booming. Even if inter- 
est rates coma down, further, 
potential investors are likely to 
Ignore «wmn«w companies' for- 
tunes until they see how their 
larger counterparts are per- 
forming. Walker’s sharehold- 
ers, who have had more than 
their fair shared, suffering in 
the l est two years, may be 
wary of grand cgnan a ta n plana, 
but they are unlikely to seA 
out ai this leveL Basedonftee- 
cast pre-tax profits of £8J5m for 
the fall year. Walker's s hares 
— up lp at47p yesterday — are 
on a multiple of -about 7.5 times 
prospective earnings. 


New business boosts 
London and Manchester 


By Richard Lappw 

LONDON and Manchester 
Group, the Exeter-based life 
insurer, yesterday announced a 
10 per cent increase in its 
Interim dividend to 4_l78p, 
against 8.795P last time. Total 
net new animal premiums 
increased by 10 per cent from 
£2L4m to £2&8m in the first 
half of 2900, wfafle shigte'jpretai- 
rans were 3-4 p6r cent higher. 

New business grewtitost rap^ 
idly in the company’s Bfe hrtK 
ker division, established in the 
early 1980s to develop business 
through tied agents. In the 
division, net new annual pre- 
miums rose by 23 per cent to 
£LL«n and new stogie premi- 
ums increased by 96 per cent to 
£LL6m. 

The network of tied agents 
expanded from 572 to 638 dur- 
ing the January to Jtme period. 

The company's direct pates ' 
force in its home services divi- 


sion also increased sates. Rs 
sates of new «nrmai premiums 
rose by 8 per cent to £&5 &l 
N ew sales of single premiums 
also grew strongly, increasing 
by 27 per cent to £2L5m. Sates 
of annual . premiums by the 
company's industrial branch 
. were also buoyant riafng by 10 
per'cent fog&Smt. 

Reflecting 'difficult' market 
saleff of pensions 
products declined; 

New sales of annual pen- 
sions premiums fill by 9 per 
cent to £5-2m. Sates of stogie 
pension premiums slipped 
£100,000 to £9.5m. - 

Mr David Jnbb, chief execu- 
tive, said the market had been 
adversely affected by recent 
legislative changes and legal 

Eu!^^m^otot S ju^ment in 
the case of Barber versus 
Guardian Royal Exchange, 


Hoskyns to acquire 
German software house 


By Alan Cm 

HOSKYNS, the major 
computing services company 
quo ted' in London in which 
Cap-Gemini-SogetL of France 
took a majority stake eariter 
this year, is buying a German 
software house as part of its 


in m a i nland Europe. 

The German company. Ted}-, 
nodata (Technodata Buero foer 
Org an isa tio ns und flEDV-Bera- 
tung), specialises hi software 
for the constraction. industry 
running on Digital Equipment 
computers. 

It made a pre-tax profit of 
DM3Jm in the year to June 30 
on sales of DM2L9m. The 
founder director, Dietbert 
Moench, will continue to run 
Technodata as part of the Hoe- 






OFFICE FURNITURE 


Leading quality office furniture 
manufacturer has available over 500 
desks; storage cabinets and office screens 
available at special prices. 


Immediate delivery or we are willing to 
warehouse awaiting can of£ 


Minimum order size 50 units to ensure 


Bing: Managing Director 


Hoskyns already owns the 
German computer company 
Programm-Standard Camputer- 
systeme, a supplier of Digital 
Equipment computers to Ger- 


many and a/teading provider of 
computer systems for toe Ger- 
man wholesale distribution 
market. Hoskyns bought Pro- 
graumtStendard last year. 

Consideration for Techno- 
data will be a total of up to 
&8m Hoskyns shares, -valuing 
Technodata at en im at Hos- 
kyns middle market share 
price of 384p. The initial con- 
sideration vnU be 2m Hoskyns 
shares with a deferred consid- 
eration of up to L2m Hoskyns 
shares based on Technodata's 
profits for the period «*di«g to 
October 199L 

CGS has agreed to boy 1.4m 

Of the wmiH dgratin n 

shares from the vendors. The 
vendors of Technodata have 
undertaken to retain the bat 
ance of the shares and any 
shares Issued to them by way 
Of deferred f nrwifiwgrtnn ttbMI 
CGS TTialmg its agreed offer for 
the Hoskyns shares it does not 
own to 1992 or 1993. 



Central Americ an B ank far 
Economic Integration 
(CABEI) 

U.S. $20,000,000 

Floating Rate Serial Notes due 1994 

For the six mrmthg 
11th October, 1990 to 11th April, 1991 

In accordance with the provisions of the Notes, 
notice is hereby given that the rate of interest has 
been fixed at 8 /^percent, per annum, and that the 


date. Uth April, 1981 against Coupon No. 24 will be 
US. $122.98. ’ 

The Zndnstzial Bank of Japan, Limited 
Sj . Agent Bank / 
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FINANCIAL TIMES WEDNESDAY O CTOBER 10 1990 

COMMODITIES AND AGRICULTURE 


The seven pillars of oil market wisdom 


Steven Bader examines the varied range of explanations for the recent doubling of crude prices 


S nMig OF the best minds 
in the dl Industry have 
been set to work ia an 
effort to figure oat why oil 
prices have gone so high In the 
aft erm ath of Iraq’s invasion of 
Kuwait.. The explanations at 
times resemble the arcane 
toteflactnal meandering s of a 
medie val scholastic debate 
may seem lost as irrelevant - 
whatever the outcome prices 
are still the* high, doubling in 
two months to about $40 a bar- 
rel . 

Why oIL prices ham gone up 
none the less lias important 
implications for oil company 
strategy and pubic policy. The 
Paris-based International 
Energy Agency, representing 
21 rndnstriahsed counties, for 
example, has argued that it 
need not take emerg en cy mea- 
sure because markets are ade- 
quately supplied with Ofl. and 
that the price rise reflects only 
political uncertainty. Others 
argue that the price rise 
reflects a real shortage that 
would warra n t release of gov- 
ernment-held strategic stocks 
or measures to restrain 
demand. 

All appear to agree, however, 
that the rapid me in spot mar- 
ket prices and the speed with 
which it was passed through to 
consumers nSLects the greater 
efficiency of oil markets com- 
pared to earlier oil market cri- 
ses. Nearly all oil co ntra c t s are 
now priced on spot market 
fluctuations, Tnnsrning that 
everyone is paying the market- 
defined marginal cost of sup- 
ply, as economic textbooks 
would advise. TJ gnmty tn the 
market has been improved by 
the growth of futures markets 
for crude oil and r efine d prod- 
ucts in New York and London. 

Exp lanations f or price 
increase are not mutually 
exclusive; indeed they are rein- 
forcing. However, the weight 

applied, to WI^I tartnr <n tho 
m pmllnn hnc im p ti ri imt hnpH- 

witinnii for a broad understand- 
ing of the market The argu- 
ments break down roughly into 
seven lines of thinking: 

• War premium: The most 
widely accepted explanation 
for the size af-the price rise is 


World oil supply 
and demand curves 



World oBsuppfies 
(mffion baretsperdey) 

Ha—jUBMienalOw 


that more than half the 
•friffreaff * is attributable to fan-g 
that a war in the Middle East 
will both disrupt exports than 
Saudi Arabia and lead to a 
rapid increase in military 
demand for oiL Sir Peter 
Holmes, chairman of Shell 
Transport and Trade, for exam- 
pile, has said that an "equilib- 
rium" price for oil was below 
$20 a band when the world 
had about 4m bands a day of 
spare production capacity prior 
to the Gulf crids, and roughly 
$25 today, with that spare 
capacity gone. The difference 
between the market price and 
$25 is the war premium. 

The ISA has accepted the 
logic of analysis »wb«ngb 
it has. quite sensibly, not tried 
t o iden tity any notional equi- 
librium price. 

The difficulty with these 
arg uments , however, is that 
even in the best of times ana- 
lysts are not very good at iden- 
tifying what the price of oil 
ought to be, or why prices have 
moved suddenly. Inevitably it 
is political developments, often 
explained away as market psy- 
chology, that appear to move 
the m a rk et cm the day (or by 
th» hour). It nflwi tafcpw nwwy 
Tnnwttiw of aptaflorf analytic of 

statistics, which initially can 


MR ROBERT Horton, chairman of British 
Petroleum, yesterday warned that the oil 
Industry would be facing huge investment 
re quinun ents in the years ahead if it were to 
avoid supply difficulties later in the decade, 
and called on govenoneits to create an envi- 
ronment that would tlta,ft> tht-B possible. 

“I believe gov e rnm ent have realty got to 
look at the investment challenges in the 
19908,” he said, at a London conference spon- 
sored by the Centre for Global Energy 

Studies, which is chaired by Sheikh Ahmed 
Zaki Yamani. “Enormous investment is 
going to be re qui red in tike Opec countries.” 

He said that investment would be required 
to boost productive capacity and that the 
world's a ging fcmfcer fleet would refur- 
bishment and replac emen t. And be 
that large investments would also be 
required in refining, not only to cope with 
the rising for highly refined prod- 

ucts, such as petrol, but also to cope with 
increasingly stringent environmental regnla- 
tiocs. 

“The role of gove r nm ent win be important 


because investment will require an adequate 
return," he said. He cautioned a gainst, for 
example, adoption of a windfall pro fi t s tax 
for oil producers. 

Mr Horton also said BP was following 
the conclusions of a BP study of the 1979 ofl 
crisis was reducing its g**w*fr« «q b nor- 
mal “The holding of t h r ough a 

crisis Is very costly Indeed. We are manag ing 
our own stocks to minimum levels." 

Mr John Easton, US assistant energy secre- 
tary, also sp e a kin g at the conference, said 
the best that governments could do to ease 
the current crisis was to avoid inflaming the 
situation. “Tve given up hope that there Is 
anything we can say that will «iiw> the mar- 
ket," he sajfed. 

He also said that the US government was 
constrained by US law concerning the condi- 
tions under which the US could release 
stocks. 

“It pres en ts us with the difficulty of decid- 
ing when there is a shortage." he said. “We 
cant exactly quantity what this Is, but we 
think we'll know it when we see It." 


be quite inaccurate, for a sup- 
ply problem to be dearly iden- 
tified independently of price 
movements. It is thus difficult 
to know whether the "war pre- 
mium" is $25, $10 or possibly 
much less. 

• Stock building Ofl. compa- 
nies typically try to hold more 
stock during a crisis to cushion 
themselves agates* any supply 
disruption and this tends to 
drive up prices, bed the stock 
position of oil companies is 
rather murky at present. 

shaikh Ahmed v»ki Yamani, 
the forma- Saadi oil minister, 
this week called for oQ compa- 
nies tO stop hoard i ng oil and to 
help bring down prices by 
releasing stocks to the market. 
The International Energy 
Agency, however, has argued 
that odl entnpaniaa are in fact 
dnmg jost that in an effort to 
co-operate with IEA calls to 
avoid excessive stock budding. 
Yet Sir Peter says Shell does 
not have excess stocks on 
which it can draw because it 
operates am a minimum stock 
basis in order to avoid expo- 
sure to an nn |iwdid«H> mar- 
ket WMle commercial stocks 
are broadly adequate, he sug- 
gest s th ey are h eld by many 

tflP b’up* 

ply chain and not just by a few 


big rrmjpqnir^ 

If this is true. It appears 
unlikely that any advice by 
political authorities to market 
will be heeded. If companies 
desire to hold more stocks 
prices win rise, regardless of 
whether stocks are rising or 
falling, unless supplies 
inrrpagA sufficiently to satisfy 
that demand. One explanation 
for the rise In prices is that it 
reflects unsatisfied desire to 
hold stocks. 

• Potential disruptions to sup- 
ply. With both oil production 

stnd refining m wm H 

the world working at full 
capacity, the oil supply system 
is extremely susceptible to dis- 
ruption. This could be caused 
by extreme cold weather in 
any major consuming area, a 
breakdown of equipment or a 
strike in the North Sea, or a 
refinery explosion. Because of 
the known dangers of disrup- 
tion to supply, which happen 
in the best of times, ail compa- 
nies would typically wish to 
bold a lar g er cushion of extra 
stocks. 

• Inelasticity of supply and 
demand: In the short run the 
world cannot produce much 
extra off whatever the price, 
while j finnwl tends to respond 
only slowly to higher prices. 


This produces the supply fde- 
mand curve illustrated, which 
was drawn by Mr Geoff Pyne, 
an analyst at UBS Phillips & 
Drew. It shows an equilibrium 
price for ofl at about $20 before 
the invasion, and an equilib- 
rium price close to $40 with 
Iraq and Kuwait out of the sup- 
ply picture. The supply curve 
would shift left agam in the 
event of Sa ud i exports being 
disrupted. 

Mr Pyne says the graph is 
not a complete explanation of 
oil market behaviour b ec ause , 
for example, it does not take 
into account the stocking 
behavior of the oil companies. 
It does, however, offer a theo- 
retical explanation for the 
steep increase in prices in a 
case in which supply and 
demand are extremely inelastic 
in the short run. 

• Supply dislocations: The net 
loss of world oil supply may be 
Rmall, less than 2 per fol- 
lowing production increases by 
Saudi Arabia, the United Arab 
BrniTfltes , Venezuela, and other 
oil producers. However, a sig- 
nificant number of ail buyers 
found themselves suddenly 
without supply which they 
were desperate to replace. 
Since everyone is paying the 
marginal cost, the appearance 


of some buyers desperate to 
replace lost supplies drives up 
the price for everyone. It is 
tbmn gh higher prices that the 

market reallocates ml between 
new suppliers and consumers. 

• Loss of refinery capaci- 
ty/lower quality of crude oil: 
Threequarters of lost ofl sup- 
ply may have been replaced, 
but it has been replaced by 
lower quality, chemically heav- 
ier off. The heavy nflB in an 
ordinary refinery produce a 
large amount of heavy fuel oil 
not what the market really 
wants. Although there was 
spare refining capacity in 
Japan and southern Europe, 
these refineries do not have 
the sophisticated equipment 
lost in Kuwait to produce ligh- 
ter products, such as petrol 
from heavy fuels. 

Therefore in order to pro- 
duce the same amount of pet- 
rol, the chemical feedstock 
naptha, jet ftiel or beating aft. 
unsophisticated refineries 
must process much more crude 
oil (although they aid op with 
a large »winnnt of heavy fuel 
oil which they may then be 
unable to sell at a decent 
price). Even though 75 per cent 
of lost supplies may have been 
replaced, the replacement 
crude oil cannot replace 75 per 
cent of the lost product supply. 
Therefore crude oil may be in 
much shorter supply than 
would be implied by the gross 
volume of crude oil tha* now 
appears to be available. 

• Unrealistic price differen- 
tials: Saudi Arabia last week 
lowered the price of its heavy 
crude oil relative to market-de- 
termined light crude prices in 
markets where It sells. None 
the less, traders say the dis- 
count to light crude oil is still 
too small to malt«» the heavy 
erodes attractive. This is 
because the heavy crudes pro- 
duce too much heavy fuel for 
which demand is weak. If the 
differential is too mmH, the 
relatively profitability of buy- 
ing »nrf processing H gte crude 
will be higher, regardless of 
tte absolute price. T his mairpg 
more buyers wish to purchase 

fight crude and taring to push 
up prices. 


Broker forecasts switch to copper surplus 

By Ksnnttth Gooding, Mining Correspondent 


THE COPPER market can be 
expected to swing from a sup- 
ply rtffflrit of 4^000 tnmwB this 
year to a surplus of 200,000 
tonnes hi 1991- winch will 
prices tumiyln^ to_ much 
naarar tbe cog t^cf pMfcv*faw . 
according tofaM ffdg, file 
commodities broker. 

It suggests that the London 
Metal Exchan ge thre e- month 
copper pries, Sxxxxx a to nne 
yesterday, f will test £1,300 
before the cpd of the year and 
may decline to £1000. 

Wolff, a wholly-owned sub- 
sidiary of Nbranda, the Cana- 


dian »w»<jirwi resources group, 

assumes OBCI) economic 
growth will slow fr o m about 
2J& per cent this year to 22 per 
cent in 199L _ 

-It says almninintii prices rmyr 
be expected-to continue^ rising 
in the neei; term end foresees 
deficits of supply of 55,000 
tonnes this year and 63,000 
tonnes in 1991. 

Compared with a forecast 
average of $1700 a tonne far 
the LMB three-months price 
this year, Wolff su ggests the 
average aluminium price will 
be $1800 next year, "with a 


pn fam t i fll high of p in the 
first part of 1991.” 

Wolff also forecasts that 
nirin»I prices wiTl r emain rela- 
tively firm, averaging $4 a lb 
thi« year, because tenand is 
currently holding up -and 
stocks are low. But prices are 
forecast to ease to a low of 
$3.40 a lb in 1991 and to aver- 
age $350 a lb for the year. 

• Zaire's stale mining 
group, Gecamines, said yester- 
day it would meet all its cobalt 
commitments for 1990 and saw 
no problems for subsequent 
years. It said a r ecent cave-in 


at ana its five mliws, which 
helped to Kft the world price to 
a 14% -year high, would not 
affect cobalt output- * . 

Bose Metals Outlook, : 1991. 
From Rudolf Wolff, Plantation 
House, 31 Fenchurch Street, 
London EC3M 3DX. 


LW WUDIOUM STOCKS 

|ta as Monday's close) 
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AlumWum 

+425 

to 143X00 


+ 1X26 to 187,825 

Lead 

+ 300 

to 43.100 

Mckal 

-125 

to 3^40 

Zinc 

-900 

to 84,100 

■nn 

-260 

to 11X80 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
week’s in brackets). 

ANTIMONY: Eu r opean free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1650-1700 
(1650- 1700). 

BISMUTH: European free 
market, min. 9939 per cent, $ 
per lb, tonne lots in warehouse, 
230-3.00 (same). 

CADMIUM: European tree 
market, min. 995 per cent, $ 
per lb, in warehouse, 240-250 
(same). 

COBALT: European free 
market, 995 per cent, $ per lb, 
in warehouse, 1340-1440 (1240- 
1250). 

MERCURY: European free 
market, min. 9949 per cent, $ 


per 76 lb flask, in warehouse, 
180-200 (190-210). 

MOLYBDENUM: European 
free market, drummed molyb- 
dic oxide, $ per lb Mo, in ware- 
house, 2.78-245 (245-242). 

SELENIUM: European free 
market, rmn 995 per cent, $ per 
lb. In warehouse, 4.60-5.50 
(s ame ). 

TUNGSTEN ORE: European 
free market, standard win. 65 
per cent, $ per tonne unit (10 
kg) WO, eff 36-49 (37-50). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VO. Cff 2.75-245 (2.75-245). 

URANIUM: Nuexco 

exchan g e value. $ per lb. UO, 
1145 (same). 


Alaskan field to 


get $lbn boost 

By David Thomas, Resources Editor 


RECOVERABLE RESERVES 
and output from Prudhoe Bay 
in Alaska, the largest oil prod- 
ucing field in the US. are to be 
boosted by about 10 per cent as 
a result of a Slbn investment 
in gas handling facilities. 

The investment is to be 
made by the group of oil com- 
panies which own Prudhoe 
Bay, led by British Petroleum, 
Atlan tic Richfield (Arco) and 
Fttq h. 

Prudhoe Bay’s total output 
of erode off gas and conden- 
sates will be boosted by 100400 
barrels a day from 1995. It is 
currently producing about 
1.1m b/d. Recoverable reserves 
will be increased by between 
330m and 450m, about 7 to 10 
per cent of current reserves. 

The project will facilitate 
production by re-iqj acting gas 
into the reservoir. It will 
increase the field’s gas han- 
dling rate from 53tm to ?3bn 
cubic feet a day. 

In a joint statement, Mr Rob- 


ert Horton, BP chairman, and 
Mr Lodwrkk Cook. Arco chair- 
man, said: “At a time of Ameri- 
can concern about long-term 
oil supplies, this project will 
make a welcome contribution 
and shows Alaska's potential 
to add significant domestic 
reserves. 1 * 

BP will contribute about half 
the 51 bn investment, with 
most of the rest divided 
between Arco and Exxon. It 
owns 50.68 per cent of the cd 
and 1341 per cent of the gas of 
Prudhoe Bay. Arco and Exxon 
each hold 21.78 per cent of the 
oil and 4256 per cent of the 
gas. The other companies with 
an interest in the field are 
Mobil Phillips. Chevron, Mara- 
thon, Amerada Hess, Louisiana 
Land and Exploration, Texaco 
and Shell 

BP and Arco. tlie field's oper- 
ators, are also to examine 
options for reducing operating 
costs by sharing common ser- 
vices. 


US farmers seek grain 
subsidies for Moscow 

By Nancy Dun no tn Washington 


THE US farm lobby is 
intensifying pressure on the 
Bush administration to grout 
credits for Soviet grain pur- 
chases in the wake of reports 
that Canada has given Moscow 
credits for the sale of 5m 
tonnes of wheat and barley. 

In a letter to the president 16 
major farm groups warned the 
that "the Soviets will not pur- 
chase dgnficant amounts of US 
grain and other agricultural 
products except on credit 
terms, which the US govern- 
ment currently is unwilling to 
grant" 

The Canadian Wheat Board 
has refused to confirm reports 
of a major sale, and the US 
Department of Agriculture has 
been unable to get confirma- 
tion. But traders in the US 
report that Moscow last week 
bought 4rn tonnes Of Canadian 
wheat - Including feed wheat 
and lm tonnes of Durum — 
and lm tonnes of barley. 

One USDA official said a 
team of Soviet agricultural offi- 
cials recently visited Washing- 
ton and then went on to Winni- 
peg and Ottawa for “a courtesy 
call". According to the farm 
lobby the Soviet officials who 
visited Washington threatened 
to belt pu rchases nriiwag credit 
was granted. 

In Chicago. Mr Rick Bogart, 
a commodity trader with Bal- 
four Maclaine, said that 
reports of the Canadian sale 
circulated the markets last 
week and It was believed that 
there was "some credit" 
extended. 

It is now a buyers market, he 
said. “It appears that business 
worldwide is simply a question 


of giving credit.’* 

Meanwhile, the US has been 
giving increasingly generous 
export subsidies, some of 
which now equal 75 per cent of 
the purchase price. 

This is the last year of a five- 
year Soviet-Canadian wheat 
agreement under which 
Moscow promised to buy 25ra 
tonnes. There is believed to be 
4-5m tonnes of wheat still 
un purchased under the pact 

Canada is harvesting a near- 
record wheat crop this year. At 
the same time it is facing the 
loss of its Iraqi market at an 
estimated cost of 3m-4m tonnes 
of wheat sales. The Wheat 
Board has granted credits to 
Moscow in the past but has not 
done so for many years, the 
USDA official said. 

The Bush administration has 
consistently resisted pressure 
to offer credit terms to Moscow 
on grounds that the Soviets 
first must legislate emigration 
reform. 

"We are fearful that such 
legislation may yet be some 
time in coming,” the lobby said 
in its letter. "In the meantime, 
the Soviets have substantial 
commodity import and domes;, 
tic food needs which they can 
111 afford to neglect 

The letter referred to “the 
current precarious state of the 
Soviet food system" and 
expressed concern that food 
shortages would threaten the 
course of domocratisation and 
privatision in the Soviet Union. 

“We believe the US no longer 
has the luxury of assuming the 
sidelines of the agricultural 
commodity credits issue," it 
said. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Cocoa prices were in ratreat In 
London yesterday, with a French' 
trade house featuring as a sailer 
during the afternoon session. 
Dealers said Improved rains in 
West Africa have led to 
expectations that crops In the 
region are likely to be better than 
was previously believed, 
heightening bearish sentiment. 
Charts also appear to point 
towards further losses after the 
convincing breach of support at 
£700 a tonne for the nearby 
December, contract. New York 
cocoa prices ware under pressure 
from both chart and currency 
influences at midday. On the LME 

three-month- lead steadied after 


hitting a 17-month low of £385 a 
tonne In the morning. N closed 
at £39050. a fall of £17. Bouts of 
short covering and profit taking 
purchases gave support on a 
market that earlier breached a 
major chart support base at £406 
on follow-through liquidation 
prompted by the recent strength 
of sterling against the dollar. In 
New York frozen orange Juice 
futures were limit down at midday 
on heavy speculative liquidation. 
"The' speculators are bailing out 
ahead of the crop report and on 
expectations there will be a 
Brazilian price cut" said one 
analyst 

Compiled from Reuters 


London Markets 
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rede A (t par tonne) 



Total daily turnover lots 

Caen 

3 months 

1460-4 

1300-1 

13964 

1460 

1384/1386 

1480-1 

tSSMO 

1307-8 113.151 tote 

Lead (E par tonne) 




Total dally Hanover lots 

Cash 

3 months 

381-3 

380-1 

417-0 

407-8 

400/3B7 

406/385 

388-8 

383-5 

381-2 10552 tots 

■del (5 per tome) 




Tatar daily turnover tots 

Cash 

8 months 

980080 

8225-60 

wxws 

940Q45 

8700/8850 

8300/9200 

9828-50 

8275-300 

822630 8.729 tola 

Tta (5 per tonne) 




Total dally turnover tote 

Cash 

3 months 

8140-60 

6190-200 

8180-200 

625080 

6260/8140 

8090-110 

6145-55 

8180-70 8.483 tots 

Ztoc, Special Mgb Grade (S per tonne) 



Total dally turnover tots 

Cash 

3 months 

1377-80 

1360-6 

1406-10 

13802 

137571371 

1387/1352 

1371-3 

1382-3 

13663 19.702 Iota 

LME Claabip 03 rate: 
SPOT: 15733 

3 months: 15478 

8 months: 15232 9 months: 1.8038 


si whom guar 


Odd (fine ce) S price 

2 equivalent 

Ctoae 

aSS^f -388/4 

2DQV-20U* 

C*«erif>W 

394 * -3961* 

200-20012 

Morning Ox 

39450 

am ooo 

Afternoon ft* 387.00 

201584 

Day'v hJgtl 

387 >2 -398 


□ay's tow 

99412-383 



Cotas 

8 price 

E equivalent 

usptetasi 

404-409 

2D43«-ZD7\ 

Brttanrla 

404409 

20*4t3C7V 

US Eagle 

^ ^*9 

204 1,-207 V 

Angel 

404-409 

204 -207^ 

Krugerrand 

395398 

200-202 

New 3ov. 

94«1 

47fexa 12 

OkJ Sov. 

94-96 

47>2-48l2 

Noble Plee 

455554625! 

290.70-23455 


SKsar tts 

p/ltna 02 

US ota equlv 

Spot 

238.10 

48955 

3 months 

346.15 

47850 

6 months 

25350 

43850 

12 months 

26855 

50755 

ntHBoraon 


Caries 

Nov 

Jon 

Nov 

Jtat 

550 

81 

72 

1 

8 

GOO 

12 

39 

12 

25 

650 

1 

18 

51 

55 

Coeoa 

Dae 

Mar 

Dae 

Mar 

650 


96 


28 

700 

24 

68 

41 

48 

760 

10 

48 

77 

78 


grant Crude Nov Dec Mew Dec 

3550 420 

3000 420 

3GSD 280 


New York 


SOLD 100 troy ot: Sttroy BZ. 



Ctoae 

Pravtoua 

Klgh/Low 


Oct 

309.7 

384.9 

396X 

3875 

Nov 

391.7 

3965 

0 

0 

Deo 

394.0 

3995 

4025 

3885 

Feb 

3965 

403.4 

408.0 

3835 


4(1? ? 

4075 

409.7 

3910 

Jun 

4065 

41 1.4 

4085 

403.0 

Aug 

4105 

4155 

416.1 

4185 

Oct 

414.7 

4195 

0 

0 

DOC 

4195 

4235 

42S5 

4205 


ptATMUU SO troy ox: Shroy <«. 


Clcaa 

Provtou* 

HlghfLovr 


Oct 

439.7 

4445 

4475 

441.0 

Jan 

4465 

448X 

iM ft 

4445 

Apr 

4505 

454.1 

4mn 

453.1 

Jid 

456.1 

4695 

4535 

455.0 

Oct 

4615 

4610 

4614 

465X 


sa.VB» 5,000 troy os esntartroy as. 


Close Previous Higft/Low 


Oct 

4995 

4675 

48S5 

4885 

Nov 

481.1 

4835 

0 

0 

Dec 

48S-0 

4725 

47S.0 

4835 


487.1 

4765 

4715 

4715 

M*r 

4745 

4825 

4865 

4735 

May 

4815 

4895 

491.0 

4805 

Jut 

4 ®5 

4985 

48S5 

4885 


4855 

mil 

own 

4945 

Dec 

606.8 

5145 

5075 

5055 

Jan 

SD85 

5175 

0 

0 


HIGH GRADE COPPER 25,000 tax; centa/lbs 



Close 

Previous 

HIgh/Lovr 


Oct 

129-00 

13050 

131.00 

128 00 

Nov 

12356 

12S.8S 

12666 

12350 

Dae 

11B.10 

120-55 

121 .SO 

11750 


11120 

11755 

11750 

11550 

Mar 

11050 

11355 

13350 

11150 


109X5 

111.60 

0 

0 


10750 

1T05S 

11050 

10350 

Jun 

10850 

10850 

0 

0 

Jui 

106.70 

107.55 

106.40 

10650 

Aug 

104X0 

10650 

0 

0 


CWU06 OIL (Light) 42000 US galls 8/batref 



Latest 

Previous High/Low 


Nov 

4055 

3195 

4095 

40.10 

Mar 

34.68 

SIR 

3458 

3425 

Apr 

3350 

3251 

33X0 

33.00 

Jun 

31.10 

30.47 

31.10 

30.75 

Jut 

30.10 

2982 

30.10 

28L80 


tEATMa OB. 42.000 US gsBs. conts/US gads 



Latest 

Pravtoua 

HIgh/Lovr 


NOV 

10686 

10290 ■ 

775 

013 

Mar 

9600 

9267 

8SS7 

9480 

May 

8747 

8447 

0 

0 

Jun 

8500 

8347 

8547 

8500 

Jut 

8381 

8157 

84S7 

0348 

Aug 

8400 

8207 

0507 

8507 


COCOA 10 toAneaSfexmes 



Ctoae 

Previous 

High/Lour 


Dec 

1214 

1251 

1250 

3 

Mar 

1268 

1304 

1280 

May 

1297 

1335 

1332 

1295 

Jtd 

1337 

1367 

1348 

1337 

Sop 

1364 

1307 

1364 

1364 

Dae 

1395 

1430 

1420 

1427 

Mar 

1420 

1463 

0 

0 


COFFEE -C” 3750010a: centm/tos 



Cioee 

Previous 

MghiUw 


Deo 

93.45 

9370 

94.50 

oaxs 

Mar 

86.00 

97.10 

97X0 

86JX} 

May 

9000 

9055 

0 

80.00 

Jui 

100.00 

10155 

101X0 

100X0 

Sep 

10250 

10325 

10180 

102X0 

Dee 

10650 

106.40 

10575 

106.76 

Mar 

10175 

10550 

0 

0 


SUOAR WOULD -11" 112X00 Ibe; centa/lbs 


Close 

Previous 

HIgh/Lovr 


Mar 

995 

10.16 

1020 

9.09 

May 

9.92 

10.15 

103 

9.91 

Jui 

990 

10.16 

1021 

990 

Oet 

992 

1020 

1023 

992 

Mar 

995 


0 

0 


COTTON 50.000; contsflbs 



Ctoae 

Previous 

HIgh/Lovr 


Oct 

7296 

7320 

73X0 

73X0 

Dec 

73.43 

73.78 

74X0 

73.38 

Mar 

74.18 

74X2 

7590 

74.18 

May 

74X8 

7520 

76X5 

74.70 

Jut 

74.75 

75.10 

7535 

raxo 


ORANGE JUICE 15.000 lbs: cento/lbs 



Ctoae 

Pravtoua 

Hlgh/Low 


Nov 

13220 

13725 

13050 

132.00 

Jan 

13125 

13525 

13820 

13026 

Mar 

13200 

135X0 

13850 

130X0 

May 

13250 

130.00 

136.00 

13190 

Jui 

13250 

13690 

13850 

13350 


) INDICES | 

| REUTERS (Base: September 18 1931 

- 100) J 

Oeig 

00 8 

mnth ago yr ago ( 

1750.4 

1744.1 

18272 

1857.1 

| DOW JONES (BaatE Dec. 31 1974 - 

100) 

Oct 8 

005 

mnth ago yr ago J 

Spot 129X0 

128.76 

12953 

12951 

Futures 13157 

13060 

133.84 

129.77 


Chicago 


SOYABEANS 5,000 bu min; cem/tUb bustial 



Ctoae 

Prevtoue 

Hlgh/Low 


Nov 

634/2 

834/0 

635/0 

830/2 

Jan 

8*8/2 

647/4 

848/4 

644/4 

Mar 

880/B 

(553/9 

Ml/4 

057/2 

May 

670/6 

688/4 

324/0 

324.13 

Jui 

876/2 

978/2 

678/4 

874/lJ 

Aug 

671/0 

887/4 

672/0 

067/0 

Sep 

637/0 

632/4 

040/0 

637/0 


SOYABEAN OIL &L0C0 lbs; cents/lb 



Ctoae 

Pravtoua 

Hlgh/Low 


Oct 

2250 

22.63 

22.67 

22.31 

Dec 

22 80 

22.70 

2290 

2382 

Jan 

23.10 

23-08 

2320 

22.90 

Mar 

2350 

23.48 

23.70 

23X5 

Mey 

23X5 

23X2 

WP 

MM 

Jui 

24.06 

2495 

24.10 

2390 

Aug 

2396 

239S 

2396 

2396 

Sep 

23.73 

23.70 

23.75 

2365 


SOYABEAN MEAL 100 tons; Ston 



Ctoae 

Pravtoua 

Hlgh/Low 


Oct 

191.0 

1B1X 

191.7 

189.3 

Dec 

1®4 J 

*94.7 

195.2 

t92X 

Jan 

195.6 

185.7 

198 5 

194X 

Mar 

187.0 

197 7 

1989 

1959 

«ta 

1968 

197.7 

197.5 

1953 

Jd 

1069 

197.2 

197 J 

1059 

Auo 

1945 

195.2 

194.3 

1935 

Sep 

168.0 

1685 

1880 

1879 


MS ITP 5X00 bu min; cents/SOtb bustiet 



Close 

Pravtoua 

HIgh/Lovr 


Dec 

234/2 

234/0 

236/0 

232/2 

Mar 

243/2 

242/8 

743/8 

241(2 

May 

248/0 

245/4 

249/8 

247/2 

jm 

253/2 

252/0 

233/4 

251/0 

Sop 

249/4 

249/0 

250/0 

MM) 

Doe 

2S2/4 

251/8 

252/4 

251/0 


WHEAT 5.000 bu min; contsKOIb-tauahel 



Close 

Pravtoua 

Hlgh/Low 


Doe 

278/4 

279/2 

280/0 

278/0 

Mar 

293/2 

200/2 

293/4 

290/0 

May 

299/4 

29B/0 

300/4 

296/4 

Jui 

303/4 

301/4 

303/4 

2B9/2 

Sep 

307/4 

305/4 

0 

0 


LIVE CATTLE 40X00 Uac cantsflna 



Clou 

Pmtou* 

HigflAxw 


1 

Oct 

79.57 

7952 

79 XT’ 

79X2 


Dec 

76.75 

7657 

77.07 

7855 


Feb 

74.75 

74X2 

75.05 

74.52 


Apr 

75X7 

75X7 

75X5 

7557 


Jun 

7X20 

73.12 

7X3S 

72.87 


Aug 

7150 

71,45 

7152 

7150 



UVE MOOS 30.000 Ibr. caffls/tba 



Ctoae 

Pravtoua 

High/Low 


Oct 

66.72 

63X2 

6750 

66.05 

□ae 

54.87 

5455 

55.15 

54X5 

Feb 

51.77 

51X7 

52X0 

51X5 

Apr 

4822 

47X7 

48.70 

47X0 

Jun 

522S 

51X0 

52X7 

51.95 

JUJ 

52X5 

vs nn 

52X0 

52 25 

Aug 

50.70 

5080 

50X0 

saw 

PORK BEUJE8 40500 Ita: canta/lb 


Close 

Previous 

Hlgh/Low 


Feb 

84X5 

64 45 

6550 

63X0 

Mar 

64.17 

6455 

64,62 

6305 

May 

tetaa 

6X55 

84.16 

62X5 

Jut 

62.90 

62.17 

6355 

61X0 

Aug 

81X0 

6150 

61.60 

61.00 


i 


Turnover 5 (20) tots Of 0260 kg 





ffifKTE Mf, h# %/jHf 
tX ATOto X; IN j«6-c mm 

asrsHnS; 
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Last March, The British School of 
Motoring put us to the test. 

The management team required 
£25.5 million of Senior Debt finance 
for their proposed buy-out. 

And time, as always, was tight. 

Yet, reacting at great speed, we 
completed the deal with a marathon 
thirty-six hour session that ended on 
Good Friday morning. 


The transaction was very nicely 
rounded off with the successful syndi- 
cation being 55% over-subscribed. 

How then, you may ask, did we 
turn it round so quickly? 

We have a team of thirty expert 
personnel who work with the very 
latest information technology. 

These resources ensure that we can 
structure most offers within three days. 


Furthermore, we can underwrite the 
deal and handle the personal financial 
requirements of the management at 
the same time. 

If you'd like to know more about 
the way in which we work, Theo van 
Hensbeigen on 071-920 5234 will be 
pleased to put you in touch with one 
of the team. Give him a call and we’ll 
get straight to you. 


NatWest 


Corporate 

Finance 


NATIONAL WESTMINSTER BANK PLC, REGD. OFFICE. 41 LOTHBUKY. LONDON. EClP IBP MEMBER OF IMRO. 
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FINANCIAL TIMES WEDNESDAY OCTOBER 10 1990 



STOCK EXCHANGE 


price sends shares sharply lower 


avNRnmtlM 


FINANCIAL TIMES STOCK INDICES 


U22 MJ4 7*M n .70 7U5 83*1 $4.30 74.13 1374 48.18 

g/1) paT4> tfln/35) (3/1/75) 

8ft J4 6850 86.80 MJ3 8849 9488 02.91 83.80 U&4 8033 

fa/11 {30.4) (28/1 MAT) (371/78) 

76405 1706.7 WU 1601-3 16190 1700.7 19883 15104 20086 484 

Igrti 124/9) Fvawn b6«mp) 

1782 1783 1649 MU 160 3081 3786 1B7.9 734 7 43 6 

(80) (18/8) (16GTO1 (26/10/71) _ 

2134.1 2201.6 21439 20704 2087.0 22188 2483.7 19909 2483.7 6680 

am mm o/iw potmh 

882 860 &7S (94 887 4.54 8ut» 100 Qm 8ms 15.KKM. FUN* 1®. W8 

1230 11.73 KM 1244 1831 KUO Ommtt WJ*. OM mm* uwu M tWt 

9.98 1093 HUS 9.74 995 11.(0 8T-K WO Stria®. * *ffl B ?■ 


BnnCMSMM 
MM Low 


mnAigS IN erode d! nri ce s. in 
response to heig h t ene d ten- 
sions, hr the . Middle East, 
proved the final blow Jester- 
day fear a OK stock market 
already - having . ' second 


BdtatfsMSHSp8Efi^8iki& 

vnti wiwiyyiiwiyfrnp CQt i& 

interest rates. Renewal seffing 
by InsUUrthms gat h ered pace 
as Brent oH for November 
delivery temped NO ft barrel 
and Wall Street opened the 
new session with a sharp 1U1 
in the Dow Av erage. 

Share prices started the day 
with widespread losses follow- 
tog same £ddy negative com* 
meats flam brokera ge a nai y ai-B 
an the decision to pat sterling 


Cadbury 

shares 

placed 

GENERAL CINEMA finally 
managed to sell the hoik of its 
16.7 per cent i n v estm ent share- 
heading in Cadbmy Schweppes 
yesterday. Barclays de Zoete 
Wedd and Caae&ove took lfl&a 
slfflTK cm to Hwh* hooka «mit 
then piihwi them with institu- 
tions at 3Q9p< General fihwm a 
kept 3R2m of its stake to cower 
a debenture conve rtible into 
Cadbmy shares. 

General Cinema acquired the 
stake in Cadbury hi January 
1387 and added to it in the 
wake of the 1867 stock market 
crash. WhOe General Cinema's 
hopes Or the Cadbury manage- 
ment were ftQfOfed, it was dis- 
appointed with the absence of 
a takeover. 

Analysts said General Cin- 
ema made Set&od attemp t s to 
sell its share interest, most 
recently at 360p. There woe 
suggestions an »ite»»ju to 
sefiat 316p bad been, made late 
an Mnmiiay hot the market's 
decline forced it to cot the ask- . 
ing price to behnr 30flp. 

Cadbury dosed 23 lower at 
812p on a turnover of 250m. 
With hopes far a hid in the 
food manufacturing sectav fad- 

ing Iftrfteel TOwtrK* dScHned I- 1 * 
to 312p and Ranks Hovis 
McDongaD dafl 18 to 295p» 

Maxwell sells stake . 

The other large placing of 
die day involved Brakes of spe- 
cialist printer De La Rue. 
Nearly 8Qm . Were' placed with a 
number of investment institu- 
tions by Smith New Court at 

a a share. Surito bought the 
>, /said to be at 248p a • 
share^ficom Maxwell Communi- 
cation, which, indicated last 
week that the . holding of 
around ZL5 per coot Was up far 

The speed With which Smith 
completed the h mrfwmec ehtrtng 
a particnlaiiy weak — 

the discount was beheral to be 
only about lflp a share on the 
prevailing price - em p has is ed 
fee market's underlying appe- 
tite for quality stocks. Smith 
also dahned that the Issne was 
oversubscribed. 

Ms Chris Mnnro of Eoare 
Govett said that an oversub- 
scription came as no surprise 
to her. “With above average 
earnings growth- forecast and 
increasing confidence in the 
restructuring programme, the 
shares of De La Bne look 
undervalued," she added. As 
news of the: macing filtered 
through td the market, file 
stores reacted to dose at 254p, 
downft. 

General feats ovflr the effects 
on Id of the rise in oil prices 
and adverse currency -move- 


Top post 
at Sale 
Tilney 



Mr Andrew Coftpel, former 
finance director. at Rainers 


Gmu, has been 

chief executive 
TILNEY. ; 


of 7 SALE 


■ Mr Charies Berry has joined 
file pxmnesecnfive board of 
NORWEST HOLST hi the new 
post of corporate development 
director. He was wife 
PUkhigton. 

■ Mr David G.Monis has .. 
been appointed to the new post 
of hea d cf Inve stm ent ser vices 
of the BRISTOL & WEST . - 
BD1L D1NG S OCDgTY. He was 
chief executive of the Criterion. 


•MM Due 
CM « 


Into the E urope an exchange 
rate nmdumiim. Several seen* 
titles houses reaffirmed con- 
cern over the level of the 
pond’s entry, and downgraded 
SOEOe leading a ve r BB BS /wrrrfwg 


Both lifwnwHr arm) foreign 
institutions came in to sell 
stock, and same trading houses 


In spite of some unce rtainty 
ahead oi fire trading statement 
expected today, shares in 
Amstrad, the constnuer elec- 
tronics group, held an to their 
recent recove ry in t generally 
weak equity market. Broker- 
age analysts expect profit* ftp 

the year to teH by about 44 per 
•cant, but the shares outper- 
formed file market yesterd a y , 
faffing only t to 63p in brisk 
trading of 2jtm shares. The 
group has stood out s trong ly 
in a consu mer sector expected 
to benefit from farther redac- 
tions in UK interest rates 
before the end of tUsyoar. 

meets were given an extra kick 
by a downgrading of 1990 and 
1991 profits forecasts. The 
shares plummeted 4$ to S34p 
on a 2^m turnover. 

- BZW revised its forecasts 
from £i.2bn to £l.06bn and 
from £LX7bn to £930m respec- 
tively. it said it Was partied- 
lady concerned about the com- 
modity- chemicals sector — 
p e t r o chemicals and plastics — 
which it expected to see an 82 
per w m * drop in pmfih ftfa 
year. 

Faint praise from the trade 
press over Glare's new suttani- 
gradne iHvg Bwl g ran nAM to 

- the concern about the group's 
overseas earnings and the 
shares s lump ed 44 to 773p an 
hudfaig r volume of 32m. 

Reckltt A Colmsn lost a 
large rfmnfc of Monday's gain, 

HaH Development Group 
(CHDG) to appoint a receiver 
sent a shudder through the 
property sector. A delay fa ach- 
ieving a successful purchase 
agreement With the London 
Ratidttary Body an the £L6bn 
redevelopment nr h ei m i far the 
headquarters of the former 
Greater London Connell was 
Men as the principal cause 
hwtomi the faunre. 

The listing of London & Met- 
ropolitan, which has a fiSUm 
investment and approximately 
£4Em o f gu aranteed obliga- 
tions in CHDG, was suspended 
at 8p. The suspension was 
iMfly pMUfltiy CMritteattnn of 
its financial position. New 
Bsgtend Properties, with just a 
kB per cent involvement, 
slipped VA to llH&p. The latter 
also announced shandy, lower 
profits for the half year of 
£908,000, down from 22.17m, 
and pointed out that the losses 
sustained through CHDG 
would not be reflected Until (he 
second-half figures. 

Other concerns affected by 
the coHapsa inclu de d BICC, the 
Sketrical *»hiA and equipment 


fflflfte the ffllfttakw nf awamwlTig 
that file investment funds 
would try to buy the stock 
back later at lower prices, as 
some had dose on Monday. 

However, concern over foe 
violent clashes between Israeli 
troops and Palestinians in 
Jerusalem drove oil prices 
upwards. The market was far- 
ther nTwrnwd by a report in a 
London newspaper that Iraq 
might be close to producing 
nuclear weapons, and then by 
new ga geacy reports that Ros- 
Man m output was telling rap- 
idly. 

Share wrfa-gw BitMida! thptr 
losses in fairly brisk activity 
with Seaq trading totals 
boosted by a haadftal of large 


Share price (pence) 
80 



co m pany, which fell 22 to 363p 
as a result of its 122 per cent 
stake, and also reflecting a 
pr o fits downgrading by BZW. 
TR Prope rt y Investment Trust, 
which TinMe 104 ber r%mt i lost 
4 % to 29%p, while Edinburgh 
Investment Trust (7.9 per cent) 
Shed 714 to I91p- 

Bufiding shares were pulled 
lower as the bullish effects of 
rbu fl i i ti y end lower interest 
rates evaporated. Most leading 
stocks were still well ahead of 
the levels prevailing before last 
Wihy *« Amhte enno uiicwB gnt , 
mu! the lack of fresh momen- 
tum encouraged Investors to 

telra p mfUn . 

There was also a tendency to 
favour companies with 8 high 
proportion of DK aarmng g fot- 
lowin g a more cautio us 
appraisal cf overseas profits in 
the light of sterling's recent 
strength. However, there was 
i nte re m to prevent 
nearly every lwamg share fin- 
ishing an the down vMe - 

HMC teQ 18 to 63Sp and Tar- 
mac shed 10 to 2$7pi Steetiey 
lost 25 to 379p, while Higgs end 
Hm retreated 19 to 232p. 

flanV shares joined in tfa* 
general retreat, and also 
showed some disappointment 
as the market started to accept 
that the next cut in UK base 
rates may not necessarily be 
just round the comer. 

Among leading stocks. Bar- 
days lost 15 to 390p with 7 dm 
abates traded, while Standard 
Chartered reacted to 290p far a 
IMS Of 8. 

life insurers were equally 
de pre ss ed; Legal and General 
ended 12 down at 409p and 
Royal Insurance closed 28 
lower at 398p. 

The recent gains of many 
miacellanaotis industrial lead- 
ers were eroded in trading 
described as a pale shadow of 
the previous day. Trafalgar 
House Ml 16 to 199p, Bowater 
dipped 18 to 455p andECC lost 
19 to 32Sp. 

Cookson succumbed to 


NEW HIGHS AND LOWS FOR 1990 
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Assurance Gfroim. The society 
says one cf Mr Morris's first . 
responsibilities will be the 

XBC n ittmwit ,t r rin1wg «w4 

organisation of 150 favestment 

«wnH H l h iti fa> 

■ Ur Joe Raftexy and Mr 

Mfluiwl MTHw Hwb haMi 

appointed to the board of 
SECURITY PACIFIC 
INSURANCE GROUP. Mr 

j g fl ftoy y i- bimIim ri ml rmim ami 

ddef eoreentive of SP Insurance 
Services. Mr Mfflor. a 
non-executive director, fa 
group chief exe c utiv e of TopBs 

and Warding . 

■ Ifrlfike Ashley has been 
a ppointed m a n a g in g Erector 
of POLY MARK LAUNDRY 
SYSTEMS, Banbury. He was 
executive director of 
Lodge-Cotterefl. UK aaiha lt fiary 

ctf Dresser Indnatrieslhc. 


recently rftiefscientfflc advisor 
to toeCahinet has joined the 
board of THE OXFORD 
HBTRDMENTS GROUP as 
a nonexecutive director. 

■ Ifr Stejdtoi BBdnri, 
mana^ng director of Aetna 
UK, has been appointed to the 
main board ofthe parent 
opmpanyv ACTRON, Zurich. 

■ ALHR1GHTON has 
appointed Mr Kenneth Sc£*ie 
as a nonexecutive directar. 


Blackwood Bodge. 

■ SCHLT7MBERGER 
INDUS'IHIES ELECTRICITY 
'MANAtffiMENT has promoted 


lUMT. Bt-P Orp_ CoaipoMr Psopto. COrtM 
8Mdv Hwtal WMUns, llcLaod Ruaaal, 

PFO HodflMX Kany«a. McMc Dunlap, 
i— ..... . Reutart, siwkMav, r 

MUKSm 1 "-"f* 
{opAposmi 
TMMMKTHnuni 
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Mr Jcdm Hw athco<k as director 
of sales in Fel ixs t ow e. He 
succeeds Mr Tony Mahoney 
who is moving to international 
sales hi the Paris office. 

■ YORKS HIRE BUILDING 
SOCIETY has appointed Mr 
Gatin lOHar as general 
manager ( mar tating/sales)- 
Be was marketing director at 
The Mortgage Corporation. 

■ Mr Michael Pngh ha s bee n 
elected to the board of THE 
DE LA RUE COMPANY. He 
fe managing director of 
Thomas De Ia Rue currency 

(U ii ltrifin 

■ ANZ GRINDLAYS BANK 
has appointed Mr Nick 

Alexander as Bailor manaser. 
marketing, private banking. 

M COUNTY NATWBST 
INVESTMENT 

MANAGEMRNT has ^pointed 
Mr Roger Bartley as chief 
investment officer. He Joins 
from Deutsche BmV Capital 
Managem ent (UK) iriiere he 
was chief investment officer. 

■ Sfr Paul Girolamb chairman 

Of GlfflW HoM tl lgB, Ibib hum 
elected to the board Of 
CKEDFIO FTALIANO 
INTERNATIONAL, UK 
merchant banking arm of 
C redito hallana 

■ WILDING OFFICE 
EQUIPMENT has appointed 
Mr David Wilson as finance 
director. Be was corporate 

plwimmy and bUSi peSS 

managw feu Mra 

Bouse. 


dea l s. Towards the end of the 
session, London elected simply 
to follow the trends of crude oil 
and Wall Street stocks. 

At worst, the FT-SE Index 
was nearly 70 points down and 
there was no substance to. an 
attempted rally which left the 
Footsie at a closing level of 
2434.1, down 67.5 on the day 
but stm 95 pqfatv hi gher than 
Immediately prior to the ERM 
announcement last Friday 
afternoon. 

Seaq voimne totalled 8223 m 
shares, below toe near-record 
Llbn of the previous sesrion, 
but substantially hi gher than 
sump recent daily totals. 

However, yesterday's figure 

took in ptarfng a nf Ifttm shares 


renewed selling pressure and 
lost 7 to 72p, while Williams 
Holdings gave up 15 at 219p 
and MB Group shed 10 to 157p. 
Wassail weathered the storm 
owing to a sector analyst’s first 
choice buy recommendation. 
However, the best the shares 
could do was remain at the 
overnight level of 131p. 

Brent Walker followed the 
market down, although the 
Mmipnny gnfH that negotiations 
had reached an advanced stage 
far the sale of a substantial 
part of the Goldcrest operation 
to the management of Gold- 
crest. These are expected to be 
finalised, soon, ana posting of 
the ctrenlar and HtHng particu- 
lars of the £103m convertible 
capital bond issue will be 
delayed to Am * flg of the 

Goldcrest transaction to be 
iwrfridod Brent shares 
12 lower at 97p. 

BZW published the first post- 
ZRM assessment of the brew- 
ery sector, but it had little 
affect Share prices were bent 
on fallowing the wider nmrfcpt 
down and all leading stocks 
encountered bouts of profit- 

FT-A AU-Shar* Index 
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taking. The m essag e from BZW 
was “stick with spirits" and 
the far this reason the invest- 
ment bank favoured 
Alfled-Lynns, down 24 a 1 4BTp, 
Guinness, 19 off at 734p. and 
Grand Metropolitan, which fell 
16 to 573p. 

Bass and Whitbread, Mon- 
day’s two high-fliers, were 
rated holds only and the for- 
mer reacted 17 to 193%), while 
Whitbread “A" slipped 11 to 
445 pl Scottish & Newcastle was 
regarded a sell and the shares 
shed 9 to 353p. One or two 
regional brewers bucked the 
trend but dosing gains were 
gmaTL 

Cable and Wireless dipped 
again to dose 27 down at 420p 
following continuing worries 
about profit downgrades. 

IMSil] Telecom fall slightly 


Intensifying 
security group’s 
management 

■ Mr Martin Richardson, a 
director of RAGAL 
ELECTRONICS, has been 
appointed rfmirmiin unit nWrf 

executive of the company’s 
electronic security businesses, 
and Chairman ofthe 
HacatGuardan companies. He 
relinquishes responsibility far 
toeRacal Radio Group, where 
he is succeeded by that group’s 
deputy managing director Mr 
Geoffrey BennetL The 
company says the moves have 
been made “to intensify the 
mana gement of the security 
b usin esses , " which is the 
larges t single activity of the 
group. 

■ Mr WJL Davenport has been 


of the Davenport & Robinson 
dMatan of BROWN SHIPLEY 
INSURANCE SERVICES. 
Davenport & Robinson was 
recently acquired by Brown 
Shipley Insurance Group 


LM. GROUP, West Bromwich, 
has been appointed chairman 
of financial services 
subsidiary, LM. Finance. 

■ Mr David Stuart has been 
appointed ma r ke ting director 
des ig n a t e of COLIN STEWART 
MINCHEM, Winsfard, 
Cheshire. 


In Cadbury Sc h we pp e s, double- 
counted an Seaq, and 293m in 
De La Rue. 

While the jump In oil prices, 
which boosted the oil share 
sector, was the m?*" depres- 
sant in the market, there were 
other bearish factors closer to 
home. 

ICI shares, also hit by the aQ 
price, tumbled heavily to close 
«dth a net fan of several pence 
against its level last Thursday, 
despite the general rise in the 
market th ^ n . The stock 
has been downgraded by BZW, 
and is widely regarded as elan 
being vulnerable both to 
recessionary pressures in the 
UK and to the strength of the 
sterling DM rate. 


less than the market, cl osing 
6% off at 284p an a heavy turn- 
over of llm shares, buoyed fay 
the possibility that the remain- 
ing government-held shares 
would eventually be sold oft 

Ratal was down 9 to I59p 

after profit-taking and nervous- 
ness over toe economy, while 
GEC retreated ll to L88p on the 
back of fears of lower invest- 
ment income next year com- 
bined with the effect of a 
strong pound. The group does 
about a third of its business 
overseas. 

Scantronic, the security 
group, fell sharply by 41 to 73p 
after a warning that If recent 
imnititinn s continued, first-half 
profits would be at a aimHar 
level to that achieved last year. 

The announcement that 
International Leisure Group 
was not going to renew Its con- 
tract next summer with Dan 
Air, the airline owned by 
Davies A Newman Holdings, 
heavily depressed Davies 
shares, which plunged 130 to 
73p. 

News that British Steel had 
reopened talk* over taking a 45 
per stake in Arfstrain, 
family-owned Spanish steel 
company, prompted a heavy 
turnover of 65m. There were, 
however, mixed feeUngB about 
the prospects of British Steel 
rash bring tied up during an 
economically tight period and 
the shares eased 5 to 124 u. 

A profits warning kiwrkpil 
back Granite 8 to 35p. 

Early reports that ADT had 
sold more of its stake in BAA 
to finance the latest purchase 
of LEP shares were inter dis- 
counted and analysts put the 
fall of 16 to 405p down to read- 
justment after Monday’s rise. 
LEP proved to be one at the 
very lew rising issues on the 
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day, closing 6 up at 173p. 

The steady rise in Enrotnn- 
nel was halted. R was thou^it 
that investors, who had been 
holding or buying the stock 
until the refinancing package 
was announced, took the 
opportunity to sell and pushed 
f h«» price back 23 to 450p. 

Ocean Group, the efiverrified 
industrial services conglomer- 
ate, haifl up a gahi a t the gen- 
eral gloom. Steady buying 
lifted the shares to 32Sp. Deal- 
ers said it was sot whipped up 

by CTM unHiiwIww 

Motor component issues 
experienced pain as BZW 
claimed that they would be 
shart-tarm losers, in spite cf 
the longer term European sta- 
bility offered by B&M entry, 
because of "high overseas 
exposure and most debt over- 


seas". Lower European vehicle 
dpwimid will be the overriding 
factor in 1991, added the invest- 
ment bank. Dowty was hit 
hard and fell 19 to 172p. while 
Lucas Industries dropped 11 to 
116p- Last week’s downgrad- 
ings returned to haunt Lex 
Service, down 12 at 183p. 

Pr op er t y shares retreated as 
put of the general market 
reaction. Trading volume was 
down on the last few days as 
many investors awaited fresh 
developments. One trader also 
pointed out that Some shares 
risen to wear a 25 per 
discount in relation to their 
net asset value, rather than the 
SO to 35 per cent more readily 
accepted. 

British Land lost 19 to 257p, 
while Hauunereon ’A’ still 

pubtoh ahwit erosion 


of overseas comings by losing 
ID to 530p. Land Securities fell 
22 to 467p and UK Land gave 
up 10 to 105p. 

S&U Stores, the retail credit 
and television rental concern, 
announced an increase in 
interim dividend to 2p from 
l.5p as profits rose to £1.67m 
from ELOTm. Hie shares closed 
7 firmer at 92p. 

Oil shares enjoyed much of 
the market activity, respond- 
ing to the renewed strength of 
crude oil prices. BP finally 
recorded a marginal loss at 
357 lifter turnover of 15m, 
while Shell edged up to 4S2p on 
volume of 6.6m. 


■ Other Market statistics, 
including the FT- Actuaries 
share Index, Page 30 
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FINANCIAL TIMES WEDNESDAY OCTOBER lOffiO 


CURRENCIES, 


FOREIGN EXCHANGES 

Dollar and sterling retreat 



AND CAPITAL MARKETS 


FINANCIAL FUTURES AND OPTIONS 
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SIMjMO 64fla of 1M% 


THE DOLLAR and sterling lost 
ground yesterday, with the US 
currency falling to a record 
low against the D-Mark, while 
the Bank of England supported 
the pound as it hovered just 
above the DM3.00 level. 

President George Bash 
signed an emergency budget 
bill gn^ Kling US Government 
departments to keep function* 
ing, but the markets were scep- 
tical about the likely success of 
a credible budget catting 
agreement by the time the 
interim bill runs out on Octo- 
ber 19. 

An effective budget package 
may lead to lower interest 
rates, putting downward pres- 
sure on the dollar, but the cur- 
rency is also suffering from the 
perceived lack of cohesion in 
US policy making- 

After falling to a record trad- 
ing low of DMI.5195 the dollar 
finished in London at an all 
time closing low of DM1.5255 
compared with DM1.5345 on 
Monday. In Frankfurt It was 
fixed at a record low of 
DM1.5293 without intervention 
by the Bundesbank. Against 
the Japanese yen the US cur- 
rency declined to Y 130.30 from 
Y 130.65, but finished about the 
Tokyo close of Y129.95. It also 
fell to FFr5.1050 from FFr5 J. 375 
at the London dose and was 
fixed in Paris at FFr5.1185. the 
lowest level since April 198L It 

C IN NEW YORK 


also weakened against the 
Swiss franc to SFrL2770 from 
SFrl.2840. The dollar’s index 
fell to 609 from 6LO 

The Bank of England bought 
a small amount of sterling, 
according to dealers, but this 
appeared to be a move to 
steady the currency after its 
recent volatility, rather than to 
defend any particular rate. 
Selling of the pound was seen 
from a large Middle Eastern 
bank, probably to take profits 
after sterling’s sharp rise on 
jo ining the exchange rate 
mechanism of the European 
Monetary System. 

Dealers suggested that 
despite the short-term profit 
takjng, there is also strategic 
buying of sterling at present, 
in the belief that it will move 
up again once the dust created 
by ERM entry has settled. 
Within the system the pound 
was Z37 per cent above its cen- 
tral rate against the weakest 


placed Italian lira, against 234 
per cent on Monday. 

The pound touched a low of 
DM23975. but traded slightly 
above DM3.00 for most of the 
day. closing at DM3.0050 
against DM3.0300 on Monday. 
Sterling also fell 35 punts to 
S1.9705, while decl in i n g to 
FFr 10.0600 from FFr101425; to 
SFr2Jji75 from SFr23350; and 
to Y256.75 from Y258.00. The 
pound’s index shed 0.4 to 96.L 

Other members of the ERM 
traded fairly steadily, but the 
D-Mark was given a mild boost 
by the weakness of the dollar. 
The French franc was also 
firm, prompting some specula- 
tion about lower official inter- 
est rates in Paris. Last week 

the French Finance Ministry 
ruled out an early cut in rates 
l vvaiiiy of the Gulf crisis, but 
can money fell to 9ft per cent 
yesterday, below the Bank of 
France's 9% per cen t interven- 
tion rate. 
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Commerdai rates I 
&«43kpre 



i » • i n i ; ira snsnn 



Canadian Daitarn 
AretrUBScMUlng- 
BdghmFraueM 
Daush Krone I 
Deutsdie Marti 


Ura 

Ten ___ 




1.9695 - 19780 
17540 • 17620 
11495-11520 
L7150- 17240 
3U0-3L45 
551-553V 
15195- 15295 
miO- 134.65 

95.70 - 96JQ 
1139- 1146V 
559V - 5.91V 
5.09V - 512 
562 - 564V 
i2960-mte 
1031*1 - 10.75V 
1200-12800 
11555-13605 



Oaatsh Krone ... 
Owed* Mart 



ta I* 


Slat priab sf 189% 


Case Hfefa U» Pr». 
Dec 9201 ‘ PI? 92m 9213 

Her 9212 92-23 9213 9225 

Jus 9202 9210 9202 9214 

Sep 9U5D 91.91 9186 9192 

Dec 9L49 9155 9L53 9159 

Mar 9138 9L43 9145 9148 

Jm 9122 9132 

Sep 9113 9123 

BtVof.ta. figs, not siwmfl 5828 (4080 - 
Prataa day's wen tat. 37319 C364N 


9133 9127 9133 
9122 9115 9123 
9114 9107 9116 
9108 9108 9111 
910* 9103 9107 
9104 9104 9106 
9104 9104 9107 
9104 9104 9107 


77 I |> t I I 


97 130 186 

SB 052-190 

99 0.48 103 

100 028 0.75 

Open tat 131121 24569 _ Z^O 

Estimated eotan* 17,718 Total Opes Moot 351706 

tiiih win rnni rim nr niimn itnii inti iffli 





tr' 


14- 13V 14- 13V 

8i-7H 8V-8 

a :» 


!-s mm 


3--$. 

p, 

8V-8V 


10V-10V 




LMS term EsraUlarKM jean 8A-SV 
^n04-8i per enn nominal Shut term 





' 8.784) 

. 51543 Q65911 ’ 


Open Close Obmc MM Low Yield flken tat 
Deeenta 8988 89.94 40.01 90&» mm 1006 16,900 

Mod, 8988 89.90 -002 8995 8988 ■ 1009 5,156 

June 8986 89.90 - 89.9S 8186 - 1O10 1029 

September ..... £115 290 

Estimated *obn 9554 Total Open Merest 23,495 

CAC-44 FPTUWS OWTffl tad, tadnt ‘ 

October 15750 i™ °43^> 157!$ 1 5410 _ . .10/788 

bretaber 15B10 15588 ' ~ "-37D — ^T58L5 '1557.0 406' 

December 15665 15605- -2B3- - 15865 - 15808 - - - «L 

Mud, 

Esttareedwlwn e 9574 Thai Open IntewtWA 

BASE LENDING RATES 


ffl i WU -itiiMtE 


1971 3505 2565 1 1056 1 2518 


3388 

2255 

L719 

1144 


2JSS 6148 
0.901 2456 



We trade 136 currencies, 
'^fe’re in all the majex markets. 



SSSSBSZ 


No.7^63 Set by DINMUTZ 


could mahe a spectacular di f feren ce to your FX trading. 
Ring Cite C o rporat es 071-240 8844, Insurance 071-240 2737, . 
Trading and Commodities 071-379 7075, 

Fund Managers 071-379 4101, Night Desk 071-438 1910, 

CfTlBAN« 5 f 

atfc.wL HA 1, . number ot T3A —1 IMHO. 


a h i 


1 Hours of most blatant rob- 
bay?® 

5 Disciple of Jeremiah, com* 
poeer with rugby at heart 
C6) 

9 Accidentally b e ^ r ay it the 

onknkEr(&2) 

19 Doles out money initial- 
ly - but not often (6) 

U Conspicuous errors of golfer 
in boundaries of courses (8) 

12 This gM has a short step (6) 

14 Ingenious drawer for papas 

18 One who gives unwanted 
tirird-party insurance? (10) 

22 Lower train provides this 
soup (5) . 

» A cry pt ogr ap her’s ruse of 
setting the initial charao- 
tos - only? 0) 

.24 Ri g ht in saying it if a 
three-legged pot? (8) 

29 Bond has pheasant, for 
example, in dressing (8) 

26 Clergyman in corrupt circle 

27 ^Tay in lor transport (8) 

DOWN 

1 Illustrate record held by 

- shorter cBctianary (6) 

2 Servile follower means to 
change after a year (6) 

3 Diamonds? Majority cornea 

- from glacial period 


4 Breathed in deeply and went 

off for toe season GO) 

6 DlsHke of an a cco u nt (8) 

. 7 Offer too little lor a lot (8) 

8 Dampness of half-hung dim* 
ity, fluttering (g) 

13 Case against wanton tact, in 
awjeal (10) 

15 Coasting freely in matters of 
belief? (3) 

16 'Winner of race In early 

17 DohEle' U 

Brie leads to thinmtn defi-t 
deucy (8) : 

2S Second shock, far 

the angora (6) 

20 Weston without Fn gfteh is. 
broadcast (6) 

21 Chesty cmfitton h a sign at 
rfd age (6) 

Solntion to Borate NoJ»S62 


□□aonnEiunnH i 
a □ a u a □ i 
aaaau nnuDDnuou 

□Banaaoaa ugdbij 

□ □ □ □ U Q D 

□naanaQ obsh 
Q ua □ e □ 
^ naan aayQQjna 
a □ a n □ oh 
qquqcj □□□ooaBiic 

□ □E3QQUUO 
□□□□DOG0Q OnUQB 

□ a L3 Q tu o o B 
naaoQoa utnanLiau 

















































































































































































































































FINANCIAL TIMES WEDNE SDAY OCTOBER 


3pm prices October 9 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


t2M«A 

H* Uw Rock Oh. 

37b 11b AM 48 

n 7% ach b un 

11 H 6% AGMn U2B 
•S *% ACM M nMl 
«Ji W ACMttMm 
11b S%ACUSe1J6 
6% 7b ACMSp 1J1 
»b Mb ALU* .» 
0% 1b AM M 
®b 6% AM hi pt 2 
IMS Mb AW 
4b 2J.AHX 
72b 42b ASA 3a 
«> 30%A«USeA4 
14b 11b AMPtt a JO 
lib 5b AsmoG AO 
9% 0% AcmeE J2 
32b W% Ammon e 
M% Mb AdaEi 2£te 
W% W MOM 
20b 17%MabpMA4 
Zl% »%Ad(*|82AD 
11b 4b AMO 
Kb W%A*«p» 9 

8% 2 AtfMM .1ft 

« 2 b 3QbA«iflj in 
«b 7b Aim 2* 
Mb 11b Ahum JB 


YkL£ WOaMgh Law awMOow 

A3 71902 lib 011 lib- % 

U 207 8 7% 7%- % 
1< 0*0 9b 3b 3b- b 

ra. m t 9b s% 


81 «3 AtoPrd 1.44 

27 14b Ahfrt • JO 

Mb QbAliwa 
2Db IftbAMMMZK 
10b 3 AlaP dpLB7 

08b M AMP (4 ft 
103b 84bAkPp)i44 
27b KbAMiAJr JO 
21b IQ AtaqU -S5 
37% 19% AOmna 430 
21b ISbAKMAe JO 
37b Mb ABrisn ■ 48 
Mb Ub Alcan 1.12 
37% 27% AlcoSM M 
9* 17b AlexAh 1 

bi 78b AuagCo ua 
34b 13 MgLudsJS 
42b 34 AHgPaS.18 

20 ft Aflona 
21% nb Afloa prt.73 

21 12b AMrgn 28a 

17% 13% AfnCap 1.70a 
17 8% AftOIEn 

12b 7b AilNEa n 
19% m% AKTch n 
29% 1ft AHah p&07 
12% 4 «pa 

sab 27 % AwSflM md 

10% •% AMT .78a 

»% 9% AMT7T n.734 

to flbAMrnn.M 

11b 8% AMJO Mm 

10b 9% AM 102 72 
«b 8b AM 103 n48 
ftb 8b AMPI fl-OBa 
41b M( ALTEL 1.28 
l«b SOb Alcoa UQa 
20b AmaxQ .00 
2ftb 20% Amu JO 
49 30% Anna pi 3 

Mb b A mBm -10f 
12% ftb Amc*N AS 
11% % vjAuxtur 

21% ft-IBMAmd pi 
SB 33% AmHoa .90 
Mb Ob AmAd) n-OZ 
24%1f 9-MABartk 9.10 
70b Bib AnBmd 272 
39 30% ABrdwl 

Mb 2Bb ABfd pB-75 
41% 38% ABfaM M 
Mb to ABuaPaJS 
20% isb ACapBd un# 
22b 10% ACapC* 244a 
8% 9% ACapta JO 

12 8b ACMH JO 

81% 42 ACyan 135 
33% 29 A EJPw 2.40 
30% 18% AmEnp J2 
22% 12% AFaaftf 33 
60b 28b AQnCp 330 
8b 8% AmOi4 Mm 
10 8% AGO* I JBa 

Wb 3b AGTT JB 
Mb 18% AHOPr 240 
89b 43 AHoma alls 
eeb 6B% Amrtcfl 118 
88% 97 AUO-a.44 
H>% 8% AfflF JBa 

31% 14% APraad JO 

13 ftb AREal 2 
8% 2b AmRBy -58) 

15% 1% ASS JOS 

17b 2 ASS pi J1| 

3b 1% ASNp 
71b 48 AnSlorl.12 
47 28% AT&T 1 J2 

Mb 10 MUR 

S 13% AmHIr JO 
nbAWuprus 
7% 4% MW 

10 2% Arnradi 

82% 38% Amaron 1 JB 
«b % «|AinaaO J9) 
14% 8b Aramfc J4 
11 &b AmavSc UH 
80% 49% Amoco 2JH 
95% 37% AMP U8 
14% 8% AmpcO JO 

ftb 3% Am .12 
•% 4% Amraft 


38% SObAaaftrti JO 
9% ftb Analog 
33% 28b Angafle JS 
45% 84 Anhaoa 1 
38% 13% Anthem 
17% ft Andny *A4ft 
43b 28 Aoa cp US 
20% tab ApaUa J8 
ii% M%Ap*a JB 
19 8% AppSIs 

29% 17bAUiDa .10 
44% 81 % ArcoCh 250 
13% 9% AfCAUk 

23% W ArkEx n.lOa 
27% M% AiMb IjOB 
91 38b Adda p> 3 

12b 9% Armed 40 

23% 17 Arms (42.10 
49% 35% Aimc pMJO 
48b K AnWI l.M 
T 3% AraaE 

S 0% AraEpnJ* 

9 Ar*a 

TP 13% A rate .88 
30% 23% Aawea 1J8 
27% 13b AaCoal -40 
40% 20% AMOI 1 
22% 8% AalaPc Mm 
Mb 0% Aaadav 1 JOa 
28% M% AMIC .12 
17 lob Aftrtoa I 
32b BbAnoaa 1J8 
38% ai%A0Enni2JB 
142% OSbAMkfl ft 
340 234 A8Re pr2J0 
17% to%AOaa 
11% 19b ATMOS 1.18 
19b 8b AuftM .40 
24% 8% Auatr J7a 

80b 44 AulBOl .70 
7b 4% Avalon 
30% MbAVMCO 44 
33% 15% Amy M 
33% 21%Amai JO 
30% 23% AW* I 
29% 22%Avonpf 3 
20 10% Aydm la 

40 30% BCE B 2J2 

19% 13% BET 1.18# 
27% WbBJSSvn 
11% 9 BMC 
35% MbBPPralW* 
30% 23% BRE 140 


13. 88 11% 11% 11% 

K 712 9% 9% 9% 

«. 818 7% 7b Ib-b 

J 18 1 18b 19% 18%- b 

428 1% 1% 1% 

30. 83 0%d0b ftb-b 

03200 43 41% 41% —7% 

0 180 3% 2% 2% - % 

04 W49 48 % 48% 48% — 1% 

11 13x534940% 40% 40b- % 

all 12 % 12 % 12 %+ % 
7J 0 *11 5b 5% 5b- h 

U 7 12 ft%d 9% 8b- b 

22 MQ 26% 25% !£%- b 
K 88 W M% 14% 

179 11% II 11 - b 
KL 10 17b 17% 1?%- % 
H 12 20 % 20 % a%+ % 

16 8020 4% 9 3% 4 -% 

IQ. 83 17% d»% 19% -1% 
7.128 17 2% 2b 2% 

9J 58388 31% 30% 30% -lb 
3.1 1811 ft 7% 7%- % 

ftj 6 383 13% 13b 13%- b 
9 M 3% 3% 3b 

3.1 12 1738 47% 48b 48b- % 

MIR 16% 16 16b- % 

23 11 13b 12% 12%- h 
lft. 8 21 18b Mb Mb 

BJ » A % Bb 

U lin H 88 86 +1 

8ft zHO 88 69 98 - % 

1J 6 156 16% 16b Wb“ > 

12 10 236 10% Mb M%+ b 
J 18 SO 32\ 22% 32% — % 

L2M II 17b 17 n b 
1 J 13 1799 30% 28% 30 - b 
U 0 688 20b 20% 20%- b 
17 12 130 30% 30% 90b- b 
9916 309 17b 17% 17b“b 
12 7 45 79% 78 78 -1% 

45 6 43 20% 19% 10%- b 

89 10 MS 38b 35% 38 - b 
11 ft 12% 13% 12% — b 
II. 18 M lft *8 

1 J 19 447 14b Mb 13%-. b 
M. M 34 13 T2% 12% - b 

120 Mb 10 Mb-b 

1307 7% 7b 7b 

121 12 11b 12 + b 

lft 243 20b 19% 30 , 

8 8 4 41) 3%- b 

65 82277 » 27% 27% -1% 

79 87 M 9% 10 


79 131 ■% 9b ftb- b 

75 Ml 8% 8% ft%- % 

85 108 M 8% ft%- % 

7J 114 9% 8 9b 

95 200 8% lb 9% “% 

*5 218 8% 8b 8b- b 

4912 884 29% 27% 27%- b 
17 01771 61% « 80b — 1% 

544 225 16b 18% 19% . 


3.7 «2309 22 21% 21%- % 

7.7 7 39% d» 38-1 

778 1 13-10 TWO— 3-18 

6511 M 7% 7% 7%- % 

24 51ft 5-16 ft-M 
IS % j b-V M 
1J4SMM 61% 50% 00% — b 
65 38 10 8% 0%- b 

5013988 21% 20% 20%+ b 
05 10 1977 72% 71% 7^-1% 

89 l a? »V 264- % 
15111010 28% 28% aab + tb 
4510 3 18% 19% Mb- % 

n 83 18% 15b 1&b- % 

11 2 16% Mb 16% 

17. 133 9% 5b ft%+ % 

9514 8 11b 11% 11% 

SAM 1342 46b «b 46% -1 
17 8 661 27% 27% 27%- b 

45349884 21 20b 20%-% 

2510 1902 13b 12% 12%- % 

11 89289 32% 32 32%- % 

11 S3 7b 7b 7b 

12 133 8% 9% 9% 

85 81 9b 9% 9%+ b 

11.12 288 21% 21% 21b~ % 

49191616 47% 48% 40% -1 
69 13 1918 83% 83 83 - % 

.7 01767 00% 98% 59%-% 
11. 229 ft 8% 8% 

4.1 367 14% M% 14% 

218169 6 9 - b 

37 3 2% 2%- b 

112 1b 1% I%- b 

99 2b d 1 V 2 - b 

20 2 1 % 1 %- % 

lA 12 818 08 «M7% 47%-Z% 
4.1 138527 32% 31% 32%- b 
IKS 10% W M - b 
fij 0 387 Mbtflftb tab- % 
89 *100 Mb 14% Mb - b 

88 8b 8% 8b+ b 

37 85 Sb ft ftb- b 

3411 8 37% 37b 37% 

3148 Ift-MdIS-M %-t-M 
1812 lift 0b 0% 9% — % 

12 46 9 6b lb- % 

3JM84B1 07% 65% 55b -1 
3519 783 42 41% 41% -1% 

95 6*123 9 d 0% 0%- % 

24 • 44 9 5 ft 

72 4% d 4% 4%- % 

75 9 207 10b 18% Mb+ % 
ft 333 1% 1% 1% 

*2 iS^ 

28 14 33 30% 29% 30b 
27 13 2728 38 37% 37b -1 

3 487 17% Mb »%-!% 

13 0 11 0b 0% 8b + % 
05 7 005 20 dZT 27-2 
1524 1740 18% M% »%+ % 
15 3 TO 11% 11% 11%- b 

230 ft% «% ftb- % 

4rz Sh Si 5t--S 

5115 " Mb Mb 19% — % 

&2 an 21 % 20 % 20 %- % 

U 10 45b 43b 43b+ % 


U 10 43% 43% 43%+ % 

74 Ml) 9) 6%- b 

11 1 17% T7% 17% 

tS. 7 36% 039 38 - % 

10 6 434 23% 23 23%+ % 

30 4% 4% 4% 

«. X16 13% W Mb- % 

no 9% ft%— % 

4921 138 15% 14% 14b- % 

ftft 0 Oft Mb M% 34%- b 

1.714 n 2«b 23% M%+ % 
1320 380 31% 30% 30%- % 
79 n 11% 11% 11%- % 
29. S 225 7% 7% 7b- % 

548 380 34% 23% 33% 

9J 13 7 10b «b Mb- b 

84 12 MB 30% 30% 38%+ b 
89 10 43 33% 33% 33% - % 

aruiwn is i3s%+ % 

J 2 323 323 323 +3% 

10 31 11% 11% 11%- % 

1012 U M% M% M%- % 

49 ft 117 8% ft% lb- % 

J 880 »% ftb 9b- % 

19 M 3940 47% 47 47% 

5 4% 4% 4% 

2011 24 22 22 22 - % 
1710 021 17% 17% 17%+ % 
27 M 439 22% 22% 22%- b 
39111199 26% 25% »%-1b 

11 202 25% M% Mb- b 
89 7 69 Mb 11% 11%+ b 

■ 8-8 - 

on 30% 30% 39% 

16 M 3 17% 17 17 - % 

M 23% 23% 23% 

ft » 6 •%- % 


»%8PPn>107* 17. M *232 33% K% 32% 

23% BRE 240 99 7 M 24% M M% + 

4% BR7 1.48a 31 3 9 4% 4% 4% 

3% Batoned JO 17 84 4% 4% 4% 


14% 4% BR7 1.48a 

Mb 3b Batoned JO 
Mb « Bahrf el44a 
34b 19% Bakrtfei .49 
34% 3ft Ban l.M 
M% 2% BaHyMI JB 
15b 8% BartOcp 99 

M% 34b BaBOE 210 
M 49% Ba> p<S4JO 
Kb 21% BacOna 1.04b 

12 9% Bncfla 

36% MbOcBSVIJOa 
26% M%encCM 90 
H M BnSanl 1.44a 
81 88b Bandaft 1 

M 7 BRBORJ .40 
38% 3 1, Bkfl pCAUM 
30% 1 BMC 

sob 15b SMT 212 
37% 29 BUY adAUta 
»% tab BnkAm I 
37% 32 BkApOJM 
66b 98% BkA jd 8* 
Mb 23% BanhTr 133 
14% 7% BwAa a 

n% 8% Bamar a 
30% 90% Barely * 

Mb 21 BarB pH 78 
39% 30% BarB p4272 
35b 21 Bad pCOl 
3% 12b Bard .44 
Mb 24% BamOp 140 
37% 19% Bamatl 1 J2 
14% 7b BaroU JB 
»b Mb Baa n ITS* 

10 8% BaM .10 

13 Kb Bauacto 1J2 
27% 20% SOW 94 
38b 36% Ba* P4A144* 
81% 82% Bax plB3J0 
ZZft M BaySOa 1 JO 
14% 8% B*ar9 568 
33b W)BMmg M 

12% 8% Baazar ,72a 

Mb llaBddn* JBa 
74 BB BacBW l.M 
97% 39% BaHA9 *236 
Mb ObSaWad .40 
SB% 48% BaftSo 198 
38% 91% BaklAH J2 
37% 27 Banda .72 
39 30% BanfGp240 

4ft 41 BamlpMOO 
37 23% Banal pH88 

2% I Bnglfl 
19% 11% Bmaloii Jlft 
68005660 ScrtHa 
23% U Badkz a 50 

10 12b8wyp Sk 

12b 9% BaMBy 

2i% it Baron ao 
91 40 BMi pf 0 

20% 19% BthS pOKUD 
0 3% Bawly 

23% ii%BJodn -Ma 
20% 11b BMB 90 
24 fl BtacU) .40 
3b 29b BftHCft 194 
10% 0b BlAdtf ABB 
Ob 7% BftaBi 199 

11 9 sour JS 

43% 30 BU9M1JS 

20 Mb BMC 

7% 3% auaC* 79a 

61% 3S% Baaing a 1 
46% 23%SofMC 192 
0b 3b BoUfiw .06 
11 4% Bond 

1% 3- M Bond W 


.44a 21. 24 Mb 10 Mb+ % 

.49 15 29 4580 29% »% 2ft 

l.M 4217 n 27% 27b 27% 

JB 89 4M2 3b 3b l%- % 

99 7 J 9 87 8 7% 7b - b 

• W 79 11 4880 37% 20% 26% - b 

150 10 itOO 49% 49b 48b + b 

1.04b 11 01148 29b 29 29b- % 

I 3b 3b ft 

60a 62 3 29b 29% 28% 

93 17 13 W 22% 22% 22% ♦ % 

.44a 34 9 29 43% 43% 42% 

1 1513 336 87b dn 67% + 1 

.40 13 3882 7% 7% 7%- % 

J9a 13. 3 28V 28% 25% 

1107 lb 1% 1%- b 

LIZ 11 IMS 17% 70b 77% - b 

351a 11. 4 29b 28b Mb+ b 

I 11 06720 20% 11b Mb- b 

Ba to. 97 33 33% 33 

8* H 37 98 87% 97%+ b 

53 TJ 897 34b Kb 33b~1b 

37 7% d 7% 7b- % 

i 28 0b 8b 0b- % 

« M 28% Mb 29b- % 

m 12. 80 a 22% 32%+ b 

72 11 321 21% 21% 22% +1 

2.1 48 a 22% 33 + b 

.44 13 18 47S Mb 13% 13b- h 

140 17 13 10 Mb »% Mb+b 

J2 79 53097 17% 16% Mb-1% 

JB 2A zo tm 6% 0% 8% 

.184 11. 12 307 20% a 20 - % 

.10 1J 27 3825 8% d 8% 8%- b 
152 25 M 9H 0B 87% 87%+ % 

94 29 8781 23% 28 25 - b 


ftft 17 38% 30 39%+ % 

4.7 252 79 73% 74%- % 

0J11 47 31% 21% 21%- b 
It 0039 9b 0b 0b- % 
39 10 3 16% 18% M% — % 

18 4 8H 7% 7b 7%- b 
13 10 609 12% Q% 12%- % 

19 16 MM 99% 69 69%-% 

40 18 2MB 43% 48% 43% 

20 17 SI M% U 19% - % 

11 191370 52% 02% 52% — % 
1JSB K S3b S3 33 -1b 
2J M 09 SI 30% 30b- % 

05 71558 33% OK 37 -1% 

M. 2 42 42 42 * % 

11 *240 24 34 » 

0 256 1b I 1 

S3 90 19b 16% 15% - b 
WW OSO SOW 57* 5755 -170 
59 SB 270 14% M 14 - % 
3527 3 »% 15% Mb- % 

7 140 5% 6 8% 9%-b 

39 71487 11% 11% ll%- % 

12. M 40% 40% 40%+ % 

H « 30% 20% 30% 

» 1577 «% 6% Bb- % 

J90 7 12 lib 11b- b 

39 M 390 13% M 13%- % 
4.7 M37 Bb ft% 8%- b 

8J It » £% 36% 36%+ % 
M. *141 8b 9b 9b+ b 

13. *H» a% ft 8% 

97 inn 6% 0b 0b+ % 
4,1 17 510 30% 35% 38%-1% 
2B1333 W Mb Mb- % 
M. 04 9b B% B%- % 
2217 133(349% 43% 44% + l 
89 61007 KbdESb 25% — % 

12 336 6 4% 4b 

15 Sb 9% 8b 

39 0>M S-M ft-M 


* 32% 3?b b 

i a ss r- % 


3 14% M% M% 

12Z17 17% 17% 17b- % 

100 S TJ JS- 

33 a% 22 % a%- b 

600760% ftB% 

706 zrb 27 27 - 1 % 

931 46 44b 44b— 1 , 

3390 9*% 83% 63b + % 

6J79 12% 12b m|+ 4 

S3 52016 24% ZJb 
S.1 18 Z739 96b 58 60 -1% 

45 fi 042 5 4b 5 

3AM 13 M% Mb «b- % 

4j ft 10 11 % ii% ”b - b 

1411 40 26% 28% 2S% . 



40 26b ab za% 

3 Mb 11 b Mb-, % 

134*% » M - H 

2337 29% » 20 % - \ 

080 7% 0% 7 + % 

72 M% 14 M ~% 

742 27% 27 27 - % 

4 8% 0 % ftb- b 

fBZ7 45% 4S% 45% . 

71 13% tSb 13b- % 
148 2% 1% 2 

" li. 1* 

178 MT Ml -3b 

1% 1% 1% 

5 7% 7% 7% 

i 2 d 1b 2 + b 

2391 39 d34% 34b— 1 
*04 4% 4% 4%+ % 

83 21% 21% 21% 

M4 14% Mb Mb- b 

MM 27 26b »b+ % 

40 3 2% 3 + b 

1481 88% 07 97% -1% 

ora tbiJ 79 % *5 

M 11 b 11 b Mb , 
31 12 11% lib- b 

1450 29 20b 29b + % 

S3 it% Mb n - % 

313 »% Mb 17b- b 

JS P A 
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WORLD STOCK MARKETS 


AMERICA 


Wednesday October 10 T990 


Weak dollar and dismay 
over budget upset Dow 


F INANCIAL TIMES 

Political uncertainty haunts the Philippines 

The failure of the latest revolt is unlikely to reassure investors, writes Greg Hntchfosou 


Wall Street 


DISMAY OVER the budget def- 
icit redaction pact combined 
with higher oil prices and a 
weaker dollar to posh US < 
ties broadly lower yest 
morning in light trading, writes 
Karen Zagor in New York. 

At L30 pm, the Dow Jones 
Industrial Average was down 
4&32 at 2,481.44 on fairly thin 
volume. The stock market 
retreat was broadly based, with 
declining issues 
advancing by 11 to three. At 1 
pm, the Standard & Poor's 500 
index was off 5.48 at 30A00. On 
Monday, the Dow dosed 13.12 
higher at 2523.76. 

Stocks moved in tandem 
with bonds yesterday morning, 
when the treasury's bench- 
mark 80-year long bond was Ifi 
lower, yielding 8-94 per cent 

Both the bond and equity 
markets were by the 

seeming inability of Congress 
to agree on a credible budget 
package. 

Increasing tension in the 
Middle East further depressed 
the markets while oil prices 
rallied. At midsession, Novem- 
ber crude oil was up $L51 a 
barrel at $40.46. 

Wall Street was also upset 
by weakness in overseas mar- 
kets, with stock prices ending 
mixed in Tokyo and London 
stocks moving lower. 

Motorola plunged $6 to $53% 
in heavy trading after the eHeo- 

EUROPE 


tronics maker reported disap- 
pointing thir d-quarter earn- 
ings. 

Although Motorola's profits 
of 78 cents a share were higher 
than the 69 cents reported a 
year earlier, analysts had 
expected the co mpany to 
report earnings of between 82 
cents and SL24. 

Travelers Insurance lost 
another $% to $13% in spite of 
an announcement of plans to 
preserve capital and support 
its t roubled rea l estate portfo- 
lio investments. 

Dow Jones tumbled $2 to 
$20% after an analyst at Gold- 
man. Sachs reduced the earn- 
ings forecast for the company. 
On Monday, Dow Jones 
reported lower-than-expected 
third-quarter earnings. 

General Cinema added $1% 
to $ 18 % after the company said 
it sold it s en tire invest- 
ment in the UK’s Cadbury 
Schweppes apart from 18.2m 
ordinary shares which are held 
in escrow. General Cinema 
said the sale would result in an 
after-tax gain of about $L1D a 
share in the current quarter. 

Hanson’s American deposi- 
tory receipts lost $1 to $18% 
after the company said it 
would reduce its Investment in 
Newmont Mining to about 28 
per cent from 49 per cent New- 
mont Mining tell $1% to $38%. 

Upjohn added $1% to $38 in a 
second day of heavy trading 
amid rumours that the com- 
pany was a takeover target 


Upjohn would not comment on 
toe stock movement 

Among other bine chip 
issues, IBM tell $2 to $107%, 
Philip Moms moved $1 lower 
to $46%, Boeing rose $% to 
$44% and General Electric lost 
$ 1 % to $53%. 

Oil stocks, which have pro- 
vided a focal point for the 
stock market since the Gulf 
crisis began, were mixed, as oil 
futures soared past the $48a- 
barrel level. Mobil slipped $1 to 
$80, Texaco advanced $% to 
$80%, Occidental Petroleum 
was unchanged at $18% and 
Amoco was off $% to $56%. 

Among afteeivice company 
issues, Schlumberger fell $% to 
$62%, Dresser Industries added 
$% to $19% and Halliburton 
sttpped $% to $53%. 


TORONTO stocks slipped fur- 
ther at midday after opening 
lower on higher oil prices, 
renewed concerns about the 
Middle East and questions over 
tbe US budget The composite 
index lost 9.4 to 3,157.4 on vol- 
ume of 1it|T| shares. Declines 
led advances by 192 to 170. 

Canada Packers finned C$% 
to Oy o after it said it planned 
to dispose of more assets in the 
next few months. 

Among active shares. Nova 
eased C$% to C$7%, Canadian 
Pacific was flat at C$17%, Laid- 
law slipped C$% to C$20% and 
BCE Inc lost CS% to C$35. 


R ELIEF WITH toe sup- 
pression of a military 
revolt at toe weekend 
in toe Philippines has lifted the 
Manila stock market 11 per 
cent this week. But the politi- 
cal and economic uncertainty 
- which had caused the Phi- 
lippines' twin stock markets to 
shed 38 per cent of their value 
in the three months before the 
rebellion — remains. 

The surrender at the week- 
end of rebel leader Colonel 
Alexander Noble, who had 
seized military camps and pro- 
claimed independence for Min- 
danao inland las t Thursday, is 
unlikely to reassure investors 
that political stability will last 
for long. Indeed, Mr Fidel 
Ramos, defence secretary, 
warned tote week that he could 
not rule out further coup 
attempts. Last week’s rebellion 
followed a serious revolt in 
December 1989. 

The Manila and Makati 
bourses were never large, but 
before last December’s bloody 
coup attempt there was a prev- 
alent view that they would be 
strong performers into the 
1990s. They were expected to 
mirror a robust performance in 
toe real economy. 

Last November the Manila 
composite index stood at over 
L350 and gross national prod- 

ASIA PACIFIC 


act (GNP) was growing at 
about 6 per cent annually. Yes- 
terday, the Index stood at 
57181 and most brokers believe 
it could test 480, irrespective of 
whether peace breaks out in 
toe Gulf. Even before toe rise 
in international oil prices 
sparked by Iraq’s August 2 
invasion of Kuwait, the econ- 
omy was thought to be grow- 
ing at less than 3-5 per cent. 

A severe drought, a power 
shortage, a destructive earth- 
quake and typhoon-spawned 
floods have all weighed on the 
economy. Mr George Uy-Tioco, 
president of Philippine Asia 
Equity Securities, a First 
Pacific company, predicts GNP 
growth may be only 28 per 
cent this year - “and next 
year it could even be worse". 

“I am very, very concerned 
looking at 15 to 18 months 
down the line," he says, citing 
prevailing high interest rates 
- prime rates are now 27 per 
cent - and sharply lower earn- 
ings growth expected for 
nearly all listed Philippine 
rampgnipg “MllCh Oil 

the Middle East outcome and 
hard decisions the government 
needs to make,” he says. 

Among the effects of the 
Gulf wIms on the Philippines, 
Iraq’s takeover of Kuwait has 
about 70,000 Filipino 


Philippines 


Manila S.E. composito price index 



contract workers in the Middle 
East, causing a sudden con- 
traction of foreign exchange 
remittances to the Philippines. 

Also, the government lifted 
oil prices by an average of 82 
per cent late last month, 
although the rise was largely 
offset by a tax adjustment 
which benefited the country’s 
cdl wholesalers and petroleum 
consumers, ensuring mainte- 
nance of an unrealistically 
high gover n ment ofl price sub- 
sidy. The oil price decdsian hag 
increased pressure on the 
country's budget and balance 
of payments tinflrft 

Meanwhile, investor pessi- 


mism becomes further 
entrenched with every Manila 
bomb attack - mostly Mamed, 
on right-wing army rebels and 
targeted against high-profile 
local and foreign businesses. 
One of the latest attacks was 
on Saturday night, after the 
defeat of toe military rebellion. 

Recent attacks have been 
against American companies, 
an apparent attempt to scare 
away foreign investors and 
underline opposition to the 
continued presence of US mili- 
tary bases in the country. *Tf 
toe objective is to frighten us, 
they are succeeding,” said an 
executive of an international 
company, where a dynamite 
device was detonated just 
before it was due to explode 
l ata last month. 

As ter as the stock market is 
concent, toe impact of toe 
bombings and the Gulf crisis is 
summed up by Mr Patrick Gar- 
da. vice-president of Manila 
brokers Garcia and Associates: 
"Why buy cheap stocks when 
you know they will get cheaper 
by the day?" 

Ms Carolyn Kabigting, 
research manager at Anscor 
Hagedom Securities, toe Phi- 
lippines’ largest broker, sees 
lean times — both for values 
and volumes — into toe second 
quarter of next year. Provided 


the Gulf crisis has. 
market is expected to pica m, 
slowly from mid-1991 as cam- 
paign spending begins for the 
May 1992 presidential elections, 
she says. 

The stocks with a. better 
i»Tnmre of weathering toe con- 
tinuing storm, according to && 
Kabigting and Asia SecurftW 
Mr Uy-Hoco, -are Philippine 
National Bank and PhUrpuhe 
Long Distance Telephone. The 
bank stock 1 b Hattie affected by 
the foll-off in Middle East 
remittances and te seen as ben- 
efiting from the country’s high 
interest rate regime. 

The telephone company, 
which is also listed in New 
York, should receive a boost 
from foreign exchange gains 
due to toe depredating Philip- 
pine peso. Also a 20 per cent 
reduction in international rail 
charges earlier this year has 
raised company . revenue 
through increased usage, notes 
Ms Kabigting. 

Country and regional ftnufr 
are taking a cautious position, 
on Philippine stocks. Where 
eastern Asian regional, foods a 
year ago allocated 9 per cent of 
their portfolio to Philippine 
listed companies, now they ear- 
mark 5 per cent and. in one 
case, only 1 per cent to Manila 
end Stocks. 


Profit-taking starts as Nikkei nears 24,000 


Tokyo 


Rally proves short-lived 
as oil price moves higher 


THE CONTINENTAL rally was 
short-lived, as bourses resumed 
their bearish course yesterday. 
Investors were encouraged to 
take profits by the rising on 
price and remarks by Iraqi 
President Saddam Hussein, 
torites Our Ma rkets Staff. 

FRANKFURT tell sharply in 
the last half hour as traders, 
after hearing that US equities 
were moving lower in toe pre- 
market in London, marked 
down prices to avoid taking a 
long position on board. One 
broker said that, of the few 
institutional orders he 
received, most were cm the sell 
ride. 

The DAX index lost 22A2 or 
22 per cent to 1,433.41, while 
the FAZ inHwr. calculated at 
wiirigpgrifim, was 3.79 or 08 per 
cent lower at 61887. Volume 
remained thin at DM38bn after 
DM4bn on Monday. 

Losses were across the 
board, with Deutsche Bank 
falling DM12.30 to DM607.50 
and Siemens down DM1380 at 
DM54980. 

Allianz, the insurer, was 
ticularly hard hit, 

DM120 to DM2,150, as toe pros- 
pect of a fresh supply of stock 
from its recently announced 
rights Issue weighed on the 
share price. Dealers said that 
the syndicate involved in the 
placing of the new stock was 
not strong enough to support 
the share price in toe current 
market climate. 

AMSTERDAM sank under an 
assault of bad news from the 
corporate sector. The CBS ten- 
dency index fell 2.7 to 928 in 
thin trading. 

Nedlloyd. the energy and 
transport group, plunged 
FI 680 or 158 per cent to FI 37 
after announcing that it expec- 
ted an unspecified net loss in 
1990 after a net profit of 
FI 252m in 1989. The company 
also planned to cut 420 Jobs at 
home. The stock has lost 668 
per cent since its 1990 high of 


FI 10980. 

To add to the gloom, specula- 
tion mounted that ELM, the 
troubled national airline, 
would omit to pay a dividend 
for the 1990/91 year. KLM. 
which paid FI L80 a share the 
previous year, said last week it 
wmW suffer a wvwlitwwHB loss 
this year because of greater 
fuel, insurance and deprecia- 
tion costs. Tbe stock eased Fll 
to FI 20.40. 

Philips, which said ft would 
cut 4800 jobs in its information 
systems division as part of its 
re s tr u c turin g plan mi go «nt^ 
to FI 208a 

PARIS fell 28 per cent on 
profittaking, with the CAC 40 
index losing 34.70 to 1851.46. 
Turnover remained light, esti- 
mated at FFrL3bn. 

Rumours that Paribas was 
lookmar to mi tts cont rol! mg 
stake in SCOA, tbe trading 
company, pushed SCOA 
FFT180 or 98 per cent higher 
to FFr1780 in heavy volume of 
403,600 shares. 

Accor, the hotels group, 
eased less than the overall 
market, falling FFrll to FFr710 
after announcing a 50 per cent 
rise in first-half profits, which 
was in line with expecta ti ons. 
By contrast. Dinner, the con- 
struction group, dropped FFr34 
to FFr597 after reporting poor 
first-half figures; its merger 
partner. Lyonnaise des Eaux. 
MIFFWO to FFM47, but GTM 
Entrepose, described by one 
analyst as the jewel in the 
Dumez c ro w n , rose FFr1080 to 
FFr36480. 

Profit-taking pulled Eurotun- 
nel FFr285 lower to FFr45.45 
after the confirmation of the 
group's refinancing package. 
Pernod, the drinks company, 
lost FFr37 to FFr963 after say- 
ing it was selling its cham- 
pagne subsidiary, but the 
higher ofl price lifted Elf Aqui- 
taine FFr9 to FFr660. 

MILAN ended lower In a 
lacklustre session with light 


foreign selling; domestic 
mutual funds were absent. The 
oil price rise above $40 a band 
soured sentiment, as Italy 
imports more titan 80 per cent 
of its energy needs. Volume 
was estimated to be around 
Tuesday's LB78bn, a low for 
toe year. The Camtt index fell 
48 to 56685. 

"No one wants to get 
involved just before the end of 
the account," one dealer said. 

Fiat remained under pres- 
sure a ft e r fa dutdiy data enter 
in the week showed that its 
share cf the domestic car mar- 
ket was mn tinning- to shrink. 
The stock fell L150 to L6840. 

Generali, the insurer, fell 
1195 to I86A00, although deal- 
ers its price been sup- 
ported recently by short-cover- 
ing. The te lpfMimnimlftitimm 
sector was also vulnerable, and 
S tet ea sed L64 to Ll£90. 

ZURICH eased in ftrnRari vol- 
ume on worries about the 
effect of the rising oil price on 
inflation, although top- Septem- 
ber Inflation figure was in line 
with expectations. The Credit 
Suisse inde x fell 2.0 to 5028. 

STOCKHOLM fell In reaction 
to «iacKnaa on other markets, 
with the AfELrsv&riden General 
index down 88 at 9838. The 
bourse said that ft had delisted 
shares in Nyckeln, one of the 
stocks suspended two weeks 
ago because of a liquidity cri- 
sis, but would allow unofficial 
trading. Its restricted B shares 
fell to SKr7 before recovering 
to SKrSO, down SKrTO. 

SCA free Bs eased SKrl to 
SKr87 after the forestry group 
reported a smafler-than-expec- 
ted decline in eight-month 
profits. 

OSLO hovered above its low 
for the year as fears of war in 
the Gulf resurfaced. The all- 
share index lost 787 to 52987. 

MADRID fell prey to profit- 
taking, with to A general index 
losing 380. or most of Mon- 
day’s rise, to 21984. 


EQUITIES continued Monday’s 
good rally in morning trade 
yesterday, but later fell from 
the day's highs on active prof- 
it-taking as toe Nikkei average 
approached 24800, writes Mar- 
tina Cannon m Tokyo. 

However, the leading index 
closed above the important 
23,000 level at 23,495. U, down 
13489. Volume rose to 450m 
shares from 400m. The day’s 
high of 23,971.44 came soon 
after the opening as stocks 
rose on the back of a strong 
yen and firm overseas markets. 

The low for the day, shortly 
before the dose, was 23861.70. 
Advances led fans by 583 to 
381, with 130 issues unchanged. 
The Topix index of all first sec- 
tion stocks inched up 180 to 
1,72889, and the second section 
was also higher. In London, the 
ISE/Nlkkei 50 index receded 
1181 to 185183. 

Large-capital issues, includ- 
ing steels, trading houses, elec- 
tric powers and contractors, 
extended Monday's gains in 
morning trading. Higb-teciznol- 
ogy issues were dull. 

Later, as the leading index 
neared 24800, investors grew 
wary and began to take profits. 
The slowing of the yen’s 
advance against the dollar, and 
the consequent easing of bond 
prices, added to the market’s 
caution. There was also some 
clearing of positions before 
today's national holiday. 

Mr Hfroaki Ozaki of Eoknsai 
Securities said: “Everybody 
expects the market to became 
mixed when the Nikkei 
reaches 24,000 as financial 
institutions, which renewed 
their funds on October 1, start 
to take profits." He added that 
it was a little risky to buy at 
tills level, beyond which a mar- 
ket recovery was uncertain. 

High-technology shares fell 

SOUTH AFRICA 

SHARE PRICES dosed little 
changed in Johannesburg in 
the run-up to today’s holiday. 
Buying interest was restrained 
by a firm financial rand. The 
all-share index slipped 8 to 
2,693, as gold shares felled to 
rise on higher bullion prices. 


sharply as selling gathered 
pace. Sony, unpopular as the 
yen strengthened because 
about 60 per cent of zts sales 
are overseas, lost Y160 to 
Y6,770. Pioneer Electronic 
retreated Y130 to Y4880. 

Stocks popular with specula- 
tors plunged. Honshu Paper, 
the da y’s seco nd most active 
issue, dropped a farther Y500 
to Y3.200. Drag shares were 
also weak, with Daficbi Phar- 
maceutical felling Y30 to 
Y R 36 0 an< ! Yamanouchi Phar- 
maceutical Y70 to Y2.770- 
Finandate were mixed. Bank 
of Tokyo shed Y15 to Y935, but 
Fuji Rank added Y10 at Y1800. 
Sumitomo Bank, clouded by 
allegations of illegal loan 
Healing by a former branch 
manager, was imtraHqH. 

hi Osaka, buying of domesti- 
cally oriented issues domi- 
nated trading. Constructions, 


steels, chemicals and electric 
railways were among the win- 
ners. Exporters, including 
pharmaceuticals and high-tech- 
nology shares, lost ground. The 
OSE average finished at 
28894.78, up 37884, advancing 
for the sixth consecutive ses- 
sion, and volume wvpanHflH tO 
SL6m shares from 238m. 

Roundup 

WORRIES about events in the 
Middle East hung over Pacific 
Rim markets yesterday. Seoul 
was closed Cor a holiday. 

TAIWAN ended sharply 
lower on concern that tbe 
clashes in Jerusalem over- 
night, which left at least 19 
Palestinians dead, could lead to 
more tension in the Gulf. The 
weighted index dropped 14986, 
or 58 per cent, to 2,74685. Vol- 
ume improved to T$2589bn 


from T$2287bn. 

SINGAPORE gave a dismal 
response to a share offer by 
Kay Hlan James Capel, the 
brokerage concern, capping a 
string of progressively unsuc- 
cessful flotations. Kay Hian 
said less than 20 per cent of the 
83m shares on offer had been 
bid for, leaving underwriters 
with more than 80 per cent 
The Straits Times Industrial 
index lost 4.73 to 140680. Vol- 
ume fell to S$36m from S$40m. 

KUALA LUMPUR was pro- 
tected by an absence of selling 
before foe general ejections an 
October 2L In comparison with 
Sh«apare issues, recent Malay- 
sian offerings have been over- 
subscribed, although by 
smaller margins than in the 
past. The composite index 
edged up 080 to 474.48 an vol- 
ume Of 20m Shares, similar to 
Monday’s level. 


NEW ZEALAND bounced off 
five-year lows, but there was 
little enthusiasm behind the 
gains. The Barclays Index ral- 
lied 1288 to 1,455.78. Turnover 
rose to NZ$10-fan (NZ$9. lm). 

AUSTRALIA came off the 
day’s highs as Tokyo fell back 
The All Ordinaries index 
dosed 5.9 up at 1875.4, alia 
touching 1885.7. Turnover rose 
to A$146m from A$l29m. 
Adsteam fell 17 cents to AS218 
after the stock exchange said it 
was discussing reporting metb- J 
ods with the company 1 . 

HONG KONG ended softer 
on profit-taking. The Hang 
Seng index dipped 11.96 to 
2,913.52 on turnover of 
HK$552m (BK$575*n). 

BOMBAY leapt after the 
stock exchange relaxed curbs 
on forward trading to ease 
liquidity positions. The BSE 
index jumped 13283 to 185843. 
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